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NEVILLE MAXWELL 
Contemporary China Centre, Queen Elizabeth House, Oxford 


There is sharp disagreement among Western 
observers about the new course China has taken 
since 1976, and how to evaluate it. That China 
has quit what used to be called ‘the Maoist road 
to development’ is evident, but the disagreement 
begins with efforts to describe China’s ‘new road’ 
and to discern its destination. Consideration of 
the nature of what the post-Mao Chinese leader- 
ship describes as ‘pragmatic reforms’ turns to 
their social implications and thence to the 
political ideology they express. Here the 
system’s self-definitions cease to serve, so a 
broader question may be posed. For whom? 
For whose benefit is China’s development 
now being planned? And then, perhaps, by 
whom? In the periods of Mao’s predominance 
development planning by specialists was repu- 
diated; the answers would, it was maintained, 
be thrown up by the experience, the practice, 
of China’s working multitudes, organized in 
the countryside in their new cooperative com- 
munities, in the industrial sector in factories 
under varying degrees of worker control. Now 
that the specialists and the managers have 
come triumphantly back into their own, are 
the interests of the great majority of the 
Chinese as well served as they were? Or, as 
those who speak for China’s new order claim, 
better? 

Four years ago, in the Preface to a previous 
collection of papers on ‘China’s Road to 
Development’,* I wrote: 


China’s road to development has followed a 
zigzag course. The alternative stretches can be 
signposted ‘right’ or ‘left’ in terms of the priority 
given to economic over political goals. On right- 
ward stretches, under the direction of the group 
in the Chinese Communist Party whom Western 
observers call ‘moderates’, priority is given to 
economic growth, and the implementation of 
socialist values is made a long-range objective. 
On the leftward stretches, when ‘radicals’ are 
in control, economic development and progress 
towards socialism are seen as inseparable and 
mutually reinforcing. The differences between 
the two schools are more than tactical, since the 
radicals hold that policies which fail to consoli- 


date and advance socialism for that reason under- 
mine it — that policies which encourage the re- 
assertion of individualism and its offspring, privilege 
and hierarchy, in effect work towards restoration 
and the emergence in China of a class society on 
Soviet lines. A fundamental ideological divide 
thus underlies differences over development 
strategy. This means that the changes of course, 
the angles in the zigzag, are abrupt and politically 
convulsive; while the current ideological expression 
will always repudiate that of the previous phase, 
and denigrate its economic achievements. 


It was already apparent in 1979 that another 
change of course in China was in the making, 
only the sharpness of the turn was still in 
question. Would that come to be seen as a 
‘right turn’, corrective of Maoist emphases now 
judged ‘ultra left’? Or would it go much further, 
as some evidence already suggested, and become 
a U-turn — not just a correction of course, but 
a reversal? Those questions are still at issue, so 
sharply indeed that, after a rare period of con- 
sensus in the field of China studies that began 
in the early 1970s, approaches and positions 
are now again becoming conflictual. So the 
Conference convened in September 1982 by 
the Contemporary China Centre at Oxford had 
as its purpose the clarification of such conflicting 
views, and, if possible, their harmonization. The 
Conference was therefore given the title, ‘China 
in Transition’, and in the opening session, the 
question was put, ‘Transition’ — from what? to 
what? ; 


From an ultra-left phase of Maoist excesses that 
had left the Chinese people wounded and their 
economy stagnant; to a corrective period of prag- 
matic reforms, in which yesterday’s maxims can 
be dismissed as shibboleths, and the revolutionary 
leadership concentrates on policies aimed at 
improving the economic condition of the masses? 
Ores 

From a period in which the Maoist leadership 
sought and struggled for a social and economic 


*Second edition (Pergamon Press, 1979). 
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strategy that would consolidate the revolution by formed economic strategy to serve its own class 
carrying it onward to a further stage, in the direction interest? 


of greater equality and fuller participation by the Sirohtewastthe@formulitontethat joformed 


people of China in controlling and managing their : : ; f 
own lives; to a phase of reversal that reflects the discussion around the papers submitted for 


restoration to power of the emergent elite chal- the Conference, the majority of which are 
lenged in the Cultural Revolution, which has re- included in this collection. 
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Editors’ Introduction 


NEVILLE MAXWELL 
Contemporary China Centre, Queen Elizabeth House, Oxford 


and 


BRUCE MCFARLANE 
University of Adelaide, Australia 


At the Conference in Oxford we focussed on 
three main issues to provide a frame for the 
discourse, while also touching on particular 
themes and issues, such as the changing role of 
the Party, the industrial reforms, the trends in 
agricultural organization, the changing role of 
women, the education system, etc. The three 
broad issues might be set out as: 

(i) the reasons for the movement away 
from Maoist theory and practice in 
China after 1976; 

(ii) the viability, problems and implications 

for Chinese socialism of the new path; 

(iii) the possibility of a more radical, yet 

viable path of economic and social 
movement by comparison with the 
‘Deng-ist’ model. 

The first group of papers, by Selden, 
Ishikawa, McFarlane, Pairault and Kraus, are 
in the nature of surveys of the general trends 
and current issues in the areas of socialist 
thought, economic planning and economic 
policy and attitudes to social inequality. The 
second group of papers deal with industrial 
reforms (Lockett—Littler), agricultural change 
(Watson), rural and urban living standards 
(Blecher) and the Party (Saich). 

These fill in many details of general issues 
raised in the first group of papers, and give a 
real ‘feel’ for the most recent debates, policies 
and reactions of the people of China. Finally, 
a ‘round-table’ summing-up, which took place 
at the end of the Conference is included to 
bring together the threads of the discussion, 
which had covered a very wide area and was 
thus brought into a sharper focus. 

Selden stressed the orderly collectivization 
processes up to 1955 which kept violence and 
coercion to a minimum. Peasants, as a result, 
have cooperated with the government’s agri- 
cultural policies. When this process was dis- 
turbed (as in the Great Leap and the Cultural 


Revolution) any successes were short-lived 
and peasant resistance grew. The end result of 
this is the current massive and largely spon- 
taneous trend to a ‘responsibility system’ in 
agriculture which is close to a reversion to 


-small-peasant proprietorship. Socialism, there- 


fore, has its limits in potential peasant resistance, 
as well as in a more general opposition of the 
public to excessive rates of accumulation of 
capital imposed by central plans which postpone 
(often for very long periods) the desired increases 
in real wages and per capita income for most 
people. Zig-zags in policy have led to de- 
moralization and depoliticization. By contrast, 
socialist advance was made with a more orderly 
handling of the great issues confronting a China 
that had ‘stood up’: the institutional trans- 
formation of the economy, rapid economic 
growth, expanded welfare functions of the Party 
state and the breaking free from foreign domina- 
tion. 

In the discussion on this paper it was stressed 
that a certain social class structure had per- 
sisted in China which was linked to authority 
and to residence (urban versus rural) and that 
Maoist attempts to make a radical break-up of 
the structure by mass mobilization campaigns, 
ideological fervour, ‘narrowing the differentials’ 
between urban and rural areas had not really 
succeeded in time to head-off the re-imposition 
of more orthodox Party-state policies, already 
tried out under the influence of Chen Yun, Liu 
Shaoqi and Bo Yibo in the early 1950s. Some 
speakers even raised the question of whether 
there could really be socialism in a Leninist 
Party-state of this kind, something also 
touched on by McFarlane in the ‘round- 
table’ session. A challenge was issued by 
Friedman that we should discount most of the 
facts provided by Chinese sources and start 
again. This was preferable, he thought, to 
falling back on meaningless abstract theorizing 
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about what might be happening in China. 
Friedman quoted as examples of the extreme 
dangers of ‘Sinology’, the very late discovery 
by Western observers of 15 million deaths in 
China after the 1959—61 attempt to get a 
higher surplus out of agriculture and the long 
delay on the part of Western socialists in un- 
masking the terrible dangers of a self-reliance 
model gone mad, such as the Cultural Revolu- 
tion at its peak and Pol Pot’s strategy for 
Cambodia, which was a variant of it. 

Others immediately raised the question of 
the connection, if any, between Maoist self- 
reliance and socialism on the one hand and the 
recent re-integration (even if limited) of the 
Chinese economy into the world market on 
the other. Did the huge increase in Chinese 
foreign trade as a percentage of gross social 
product compared to the 1960s herald a move 
away from socialism? What of the very rapid 
rate of technological imports from Japan and 
Western capitalist countries? What of the new 
connections with overseas investors and traders 
like export promotion zones (‘free trade zones’), 
compensatory trade,! etes: 

However, others felt that China’s planning 
machinery was still in place, and that trends 
providing for many anti-socialist phenomena 
could be combated, especially considering that 
the ties with Western firms were still strictly 
limited. 

The question of Chinese socialism inevitably 
raised the issue of Soviet experience and com- 
parisons with Chinese development since 1950. 
Selden mentioned what Mao had got from 
Lenin about collectivization. McFarlane men- 
tioned the continual rediscovery in China of 
the problems thrashed out in the Soviet indus- 
trialization debate of 1924—28 and planning 
debate of 1928-30 (Feldman’s advocacy of 
priority for machine-building industries versus 
Groman and Bazarov on the need to take great 
care to have an adequate flow of current wage- 
goods). Nolan referred to the differences and 
similarities in the actual path of collectivization 
in the two countries, and Friedman to the non- 
socialism of a Stalinist or neo-Stalinist Party 
state which lacked free debate and therefore 
a sense (on the part of masses or cadres) of what 
was really happening or where the countries 
(USSR and China) were heading. In his paper 
and in discussion, Ishikawa made a detailed 
comparison of the system of economic planning 
and decision-making in the USSR (and Eastern 
Europe) with China’s model. He traced out the 
process of Stalinism, decentralization, economic 
reform and finally re-centralization (1960s) 
that had occurred in Russia and Eastern Europe 
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and showed that it was also happening in China, 
though modified by the positive influence of 
Chinese ‘sub-models’ in the various phases of 
Stalinism. Pairault referred to the ‘law of 
value’ discussion in the USSR and by Brus in 
the case of Poland, and showed that Hungarian 
and Polish writers had discussed many issues 
now being debated in China. However, Ishikawa 
warned the Conference against too facile a com- 
parison of a large, poor country like China with 
Eastern Europe, since Chinese per capita 
incomes and degree of agricultural output 
marketed were so much lower.” 

Soviet and Chinese comparisons led on to a 
look at social policy and social attitudes. Kraus 
showed the persistence of bureaucratic privilege 
in China, and its revival in new forms by the 
Deng faction appealing to newly reimbursed 
victims of the Cultural Revolution, apolitical 
youth and Chinese entrepreneurs (some with a 
substantial Hong Kong connection). Others 
thought the numbers involved were too small 
to constitute a class takeover although the 
sociological aspects of bureaucracy as a social 
caste presented real threats to socialism in 
China. There was a diversion of opinion on the 
status of women under the ‘New Course’. Some 
thought that women working in urban areas 
and ‘free trade zones’ faced new burdens but 
had rarely been elected to new posts and non- 
traditional jobs during periods of Leftist 
ascendency. Others thought Chinese women 
might enjoy being outside daily control of the 
rural family and the freedom to spend an 
income higher’ than in the village, and that 
there had been a gap between Cultural Revolu- 
tion rhetoric and advancement to women’s 
rights in practice. Forced abortion and Party 
control over fertility remained a problem for 
many people. On the education front, the 
elitism in style, content and accessibility had 
clearly increased, with some slackening in the 
trend in 1981—82. It remained true that only 
a tiny proportion of rural children are able to 
sit for tertiary education entrance examina- 
tions. The armed forces, hitherto a main 
prop of the Left, had, after 1976, become 
more professionalized while the concept of 
Peoples’ War is now seen as dated and obsolete. 

The economic system reform received very 
detailed attention in Conference papers and 
discussion. Pairault traced the changing political 
fortunes of Chen Yun and Li Xiannian as repre- 
sentatives of a technocratic and ‘voluntarist’ 
faction in attitudes to economic planning and 
rates of growth of investment and output. The ~ 
basic orientation on these issues determined 
each faction’s attitude to questions of enterprise 
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autonomy, retention of profits by firms etc. 
Ishikawa drew attention not only to the 1981— 
82 re-centralization of control sketched by 
Pairault, but to the restricted character of the 
reforms even in their heyday, 1978—79. 
Hungarian and Yugoslav analogies favoured by 
some participants at the Conference (and a few 
leading Chinese economists themselves in 1979) 
were highly inappropriate in Ishihawa’s view. 

A consensus emerged that the reforms had 
never really headed in the direction of market 
socialism of the Yugoslav type or the kind 
advocated for Czechoslovakia by Ota Sik. 
However, the depth of the changes was remarked 
upon, as not only industrial enterprises but 
banks and credit institutions as well as marketing 
corporations had all been affected by the reform. 
Yet while the power to accumulate and use 
capital was constrained, the reform would be 
limited. This was brought out, too, in the 
paper by Littler and Lockett on trends in 
industrial management (which also looked at 
changed demands on management engendered 
by the reform of the economic system, as well 
as new election systems within enterprises). 

Examination of the industrial sector as a 
concrete application of the system reform was 
followed by a similar detailed review of events 
in the rural sector since 1978. Watson con- 
cluded that the reform had sprung out of 
problems which had developed within the 
commune system. These included low marginal 
productivity, the failure to accumulate funds 
for modern inputs, inefficient and corrupt 
cadres, hidden unemployment, inability to 
stimulate growth in other than major crops 
and persistently low levels of peasant income. 
Current policy, by contrast, recognises that the 
problems of work incentives need urgent atten- 
tion. Underlying this is a growing belief in 
official circles, largely shared by Watson, that 
increases in output in poorer areas can best be 
achieved by relating them to short-term im- 
provements in living standards. In support of 
this diagnosis, a range of measures have been 
introduced (and spontaneous peasant action 
tolerated) which reinforced the rural private 
economy. Watson’s paper concluded with a 
detailed review of the bewildering multiplicity 
of forms which the ‘agricultural responsibility 
system’ had taken, together with an estimate 
of the quantitative significance of each and 
some signposts about latent contradictions 
within the new system. 

Other participants suggested that in some 
of the poorer areas collectives had been un- 
happy social units because cadres pushed a 
left line and wanted too big a proportion of 
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current income ploughed back into collective 
accumulation funds. Some of their demands 
had been unrealistic, given the objective con- 
ditions. Some suggested that a lower rate of 
sacrifice of current consumption could have 
anaintained the system of smaller collectives. 
Once mutual trust between cadres and commune 
members had broken down however, the 
collectives were in trouble, as Ishikawa pointed 
out. Ishikawa also pointed to the strong trends 
towards intensive use of modern inputs like 
chemical fertilizer, for which there was still 
much general scope in China. This in itself was 
forcing a more ‘businesslike’ approach within 
units of production, necessitating as it did a 
need to pay more and more attention to costs 
of production, efficiency in investment and 
marketing expenses. 

Some disagreement was expressed about an 
analysis of the changes in the agricultural 
system which located their causes solely 
within the commune system. Things external 
to the functioning of communes had played 
their role: e.g. the changes in leadership of the 
Party power structure, the association of 
communes with ‘Maoism’, and the over-playing 
of models like Dazhai. 

Maxwell gave an oral report on the responsi- 
bility system as that had been introduced in 
the ‘new model’ county of Feng Yang in 
Anhui, describing the spurt in production 
achieved through the re-engagement of family 
and individual self-interest as the prime factor 
of motivation; but pointing out that the new 
system was drawing heavily on social structures 
that were the product of socialist development 
strategies, and were now being sapped of vitality 
and significance. 

Debate, after agricultural reform had been 
thoroughly examined, turned to urban—rural 
differentials and flows of labour and resources 
between them. Blecher, Nolan and Ishikawa 
all touched on this problem.? Maxwell and 
Watson also drew attention to the growing 
physical and financial differentiation between 
different agricultural areas and economic units. 
Blecher outlined a microcosmic case study of 
these issues in his paper, on urban—rural inter- 
relations in Shulu county, in south-central 
Hebei province. In this case, he concluded, the 
fruits of urban industrial growth had been 
fairly successfully shared out with no real bias 
in favour of industry or agriculture, rural or 
urban populations. 

A by-product discussion concerned itself 
with the reason for huge differences in pro- 
ductivity per worker on the land and per 
capita rural incomes, apart from those im- 
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posed by nature or weather cycles. Ishikawa 
argued that the concept of labour productivity 
used was a tricky one, and the observed spatial 
differences in labour productivity needed to be 
related to population densities in particular areas 
for which data was available and analysis should 
relate land size and labour productivity to get 
farm productivity. Nolan pointed out that the 
concept of labour productivity itself needs 
careful attention in analysis. The substantial 
differences in the amount of farmland per 
peasant household and amount of farmland 
per draught-oxen, on the one hand, and labour 
productivity on the other, were the right 
variables to concentrate on. Analysis of those 
relationships might produce some interesting 
hypotheses about output per farm: for example, 
that under certain conditions, even with high 
labour effort and high labour productivity, 
output per farm could be small. To penalize 
people who made strenuous efforts under 
unfavourable natural conditions would be 
unfair, while those in a ‘windfall’ situation 
might more reasonably be seen as candidates 
for egalitarian intervention or might them- 
selves feel encouraged (as Watson and O’Leary 
had found in Shantung) to preserve their 
collectivist character and institutions. 

He warned that conditions varied enormously 
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from province to province and even within a 
single province. In Guangdong, for example, 
data published between 1978 and 1981 were 
concerned with a relatively small number of 
low-productivity areas, containing perhaps 
one-fifth of the province’s commune members. 
Relatively little had been published about 
areas containing 40-50% of the province’s 
rural population. Moreover, most of the 
units achieving rapid increases in output 
and income between 1978 and 1980 had been 
in the more fertile delta area. He raised the 
possibility that the authorities will eventually 
levy a tax to scoop up some of the differential 
rent accruing to richer areas of Guangdong. 

How the Chinese Communist Party (CCP) 
would deal with the surge to a private economy 
in agriculture was raised by Maxwell and Saich 
in their papers. Saich went on to show how the 
Party now found itself in a difficult position 
with regard to its handling of new ideas about 
economic policy and economic reform. Mao 
had rejected many of the old ‘rules of the game’ 
of the Leninist Party state, and it remained to 
be seen whether the CCP could rectify not 
only its style of work but its relationships with 
institutions and vested interests to make a 
smoother process of economic development 
possible. 


NOTES 


1. Compensatory trade: foreign investors providing 
equipment, technology, raw materials, etc., get paid 
in products rather than in cash. 


2. A book which had been studied by many partici- 
pants and formed a centrepiece of discussion on 
economic planning and economic reform was Xue 
Mugiao, China’s Socialist Economy (Beijing: Foreign 
Languages Press, 1981). 


3. Major studies of urban—rural relationships referred 
to in deliberations included: S. Ishikawa, ‘Resource 
flows between industry and agriculture: the Chinese 
experience’, Developing Economies, Vol. V, No. 1 
(March 1967); and a summary version of P. Nolan, 
Growth Processes and Distributional Change in a 
South China Province: The Case of Guangdong which 
has since been published by the Contemporary Chinese 
Institute, University of London, 1982. 
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The Logic -and Limits - of Chinese 
Socialist Development 


MARK SELDEN* 
Department of Sociology, State University of New York, Binghamton 


Summary. — In many ways 1949—S5 was a golden age of Chinese socialism because progress in 
cooperation was achieved with minimum violence. When the pace was forced after that, peasant 
mistrust grew. Successes in the Great Leap and the Cultural Revolution were short-lived, 
illusory, or at best in the earlier period there were fewer zig-zags in ideology and in economic 
policy of the sort which came with the Great Leap. However, wild swings of this kind are apt to 
divert us from the continuities which come out of the power structure, the class structure and 
the decision to promote a rapid rate of economic growth. These include the institutional 
transformation of the economy; economic planning; expanded state welfare functions; the 
effort to avoid foreign dominance; elimination of exploitation and of certain kinds of social 
inequalities. The limits to socialist development appear to be set by the size of agricultural 
surplus that can be extracted without exacerbating tensions and the high rate of investment 
that industrialization requires. On the political front, the limits are set by peasant attitudes to 
government policy, the power of structural hierarchies (and their associated vested interests) 
and excessive Party interference in areas of social life best left to more democratic decision- 
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making processes. 


How are we to comprehend the sharp swings 
of the policy pendulum which stand as the most 
distinctive feature of China’s socialist develop- 
ment since the 1950s? The present essay seeks 
to identify sources of this pattern of dramatic 
and often quite unexpected changes with respect 
to the rural areas where the Chinese Communist 
Party had developed its most distinctive ap- 
proaches to revolutionary change, where many 
believe it to have achieved its most impressive 
feats but where, as recent events make plain, 
the problems have been and remain formidable. 
Before turning to the tensions and conflicts 
which have produced the zig-zags alluded to 
above, we note certain structural and policy 
continuities, some so axiomatic as to be beyond 
debate or challenge by major groups within 
the Party-state, throughout these tumultuous 
decades. 

The following explicit core goals of China’s 
socialist development have been shared by all 
significant elements of the Chinese leadership 
throughout the People’s Republic. 


A. Institutional formation and transforma- 
tion, including: 
1. Ownership and management of the 


economy centred in state and co- 
operative (or collective) institutions; 

. Planned economy; 

. Expanded political, economic, educa- 
tional and welfare functions of the 
Party-state, penetrating and _ trans- 
forming economy and society. 

B. Rapid economic development and the 
improvement of the livelihood of the 
people. Industry, particularly state-owned 
heavy industry, would lead the way, but 
agricultural development was vital to the 
achievement of national goals. 

C. Breaking the fetters of foreign domina- 
tion and the achievement of worldwide 
recognition of the Chinese nation. China 
would emphasize self-reliance while seek- 
ing appropriate allies. 

D. Elimination of exploitation and of certain 
inequalities, notably: 

1. Those exploitative relationships asso- 
ciated with the landlord, capitalist and 
merchant classes; 

2. Relations of inequality between women 
and men, minority and Han, and 
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*I am grateful for the critical comments of Victor 
Nee on the draft of this paper. The usual disclaimer 
is particularly apt in this case. 
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(eventually) those between rural and 
urban people. 


These goals, lent urgency by the formidable 
economic and political tasks following decades 
of national humiliation, foreign invasion and 
social disintegration, provided a basis for a 
national leadership consensus around core 
propositions of socialist development. Beneath 
the surface, however, lay profoundly different 
assessments of the relative priority of these 
sometimes conflicting goals, different ap- 
proaches to their realization, and the clash of 
interests of groups and sectors within the 
Chinese polity. 

In retrospect, what seems most extraordinary 
is the broad unity within the Chinese leader- 
ship and its ability to forge a popular consensus 
as it initiated the re-fashioning of the Chinese 
state and society. Beginning with land reform, 
initiated in 1947 in the midst of civil war, 
continuing through the formation of new Party 
and state institutions and the promulgation of 
the fundamental laws of the People’s Republic 
by 1950, it included the initial stages of institu- 
tional transformation, involving the restructur- 
ing of the class relations in agriculture, industry 
and commerce. These changes were not affected 
without conflict. The early land reform in 
particular involved intense struggle and resulted 
in hundreds of thousands of deaths. Neverthe- 
less, beginning in the late 1940s the passage to 
state ownership of vital sectors of national 
industry and commerce, the beginnings of 
mutual aid and cooperation in agriculture and 
handicrafts, and the creation of a rudimentary 
planning network, proceeded without serious 
disruption. The bases for a national consensus 
rested on the Communist Party’s demonstrated 
achievements during the anti-Japanese resistance 
and civil war, the widespread recognition of 
the bankruptcy of the earlier social order, and 
the perception that state policies were working 
to the advantage of the great majority including 
the rural and urban producers and intellectuals. 
Particularly important is the fact that the 
major changes — including some involving 
direct conflicts of interest — produced improve- 
ment in the livelihood of the majority of people 
in the initial stages of institutional transforma- 
tion, planned accumulation, and industrial 
growth. Remarkably, all this was accomplished 
while China fought a draining civil war followed 
almost immediately by the Korean War and in 
the face of blockade and economic boycott by 
the United States and other leading powers. 

To sum up, the achievements in the transi- 
tional years from the civil war to the early 
People’s Republic rested on two foundations. 
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First, thorough-going institutional transforma- 
tion coincided with, even contributed to, rapid 
economic recovery and growth, the expansion 
of state sector administrative and industrial 
jobs, the reduction of property-based forms of 
inequality, and improved living standards for 
most rural and urban people. Second, the 
changes rested on high levels of consensus 
within the Party-state leadership with respect 
both to long-term goals and concrete policy 
measures for their step by step achievement. 

Chinese rural policy in the early years of 
the People’s Republic marked a striking depar- 
ture from the Stalinist strategy which sacrificed 
the countryside in the course of imposed col- 
lectivization to developmental goals centred on 
heavy industry and the cities. The distinctive 
features of Chinese practice, building on 
important lessons derived from the symbiotic 
relationship of Party and rural producers estab- 
lished during the years of anti-Japanese resis- 
tance and civil war, included the following: first, 
social change could proceed no faster than 
popular consciousness of and desire for change. 
This was the basis for mobilization of the rural 
majority in land reform and in state supported 
efforts to promote small-scale mutual aid teams 
and cooperatives. Second, popular support 
rested’ on implementation of policies which 
boosted the incomes of most rural producers. 
This was realized both during the drive in the 
early 1950s to encourage households to enrich 
themselves and in the explicit promise of early 
cooperatives that they would ensure mutual 
prosperity (gongtong fuyu). Third, local innova- 
tion and adaptation was encouraged so that 
new cooperative forms would be suitable to 
local conditions and local preferences. Fourth, 
the leadership achieved fair success in imple- 
menting gradual, voluntary institutional develop- 
ment by stages. The long-term vision of collecti- 
vized agriculture on the Soviet model would be 
achieved, according to the leadership consensus 
of the early 1950s, in conjunction with mechani- 
zation, a process requiring a minimum of several 
five-year plans to complete. In this view, 
technological advance would demonstrate to 
rural producers the material benefits of large- 
scale collective agriculture, and the collectiviza- 
tion process, building on decades of small-scale 
cooperation, would then permit a voluntary 
transition.’ 


If these points constitute a leadership con- 
sensus on principles of rural development in the 
early 1950s, in practice sharp conflicts developed 
centred on competing conceptions of sectoral 
investment priorities (agriculture, light industry 
and heavy industry), rates of accumulation, the 


THE LOGIC — AND LIMITS — OF CHINESE SOCIALIST DEVELOPMENT 


appropriate speed of viable institutional trans- 
formation, and the role of market and plan in 
the national economy. 

Three important sets of policy decisions 
implemented in 1954, in the autumn of 1955 


to the spring of 1956, and in 1958—60, initiated - 


a course which undermined both in practice 
and in theory the above-stated core principles, 
set the state on a collision course with the rural 
population, destroyed the leadership con- 
sensus and eventually sowed the seeds for the 
collapse of collective agriculture which is in 
progress in the early 1980s.” 

As China embarked on her first five-year 
plan in 1953, the state imposed high rates of 
accumulation on the countryside forinvestment 
in the urban industrial sector. Heavy industry 
was the focus of national investment, and rural 
handicrafts and private markets were deliber- 
ately constricted as both competed with the 
state for resources. The heart of the problem 
was the conflict between a state bent on 
centralizing resources for modern processing 
and export, and rural handicrafts and private 
marketing which could contribute to expanding 
incomes and a pattern of decentralized rural 
accumulation. The state won. In 1953—54, the 
combination of state controls on marketing and 
handicrafts and excessive tax and grain sales 
quotas (forcing Mao Zedong, Zhou Enlai and 
other leaders to apologize and re-allocate grain 
to the countryside) cut into rural incomes in 
ways that set back the contemporary drive 
to build cooperation on foundations of mutual 
prosperity. Meanwhile differences grew over the 
pace of cooperative formation with some leaders 
urging acceleration but the majority in the 
Central Committee and Politburo contending 
that cooperation had proceeded too fast so that 
some units existed in name only or could be 
sustained only by means of coercion. By the 
spring of 1955, backlash against excessive 
state procurement and pressures toward co- 
operative formation had produced a leadership 
consensus to ease the financial and organiza- 
tional pressures on the countryside. It appeared 
to represent a return to first principles. 

From Marx and Engels through Lenin, Stalin 
and leaders of several socialist states, we note a 
recognition of the sensitivity of the ‘agrarian 
problem’, that is of integrating rural producers 
into a socialist developing society. But it was a 
sensitivity which would more often than not be 
honoured in the breach as it conflicted with 
more pressing goals. Lenin once put the point 
at issue well in a prescient statement which also 
sheds light on the most glaring failures of subse- 
quent Soviet collectivization policy: 
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In relation to the landlords and the capitalists our 
aim is to complete expropriation. But we shall not 
tolerate any violence towards the middle peasantry 
. . . coercion would ruin the whole cause. What is 
required here is prolonged educational work. We 
have to give the peasant, who not only in our 
country but all over the world is a practical man 
and a realist, concrete examples to prove that 
cooperation is the best possible thing . . . coopera- 
tives must be so organized as to gain the confidence 
of the peasants. And until then we are pupils of 
the peasants and not their teachers. . . . Nothing is 
more stupid than the very idea of applying coer- 
cion in economic relations with the middle 
peasants.* 


There is abundant evidence from the internal 
and public policy debates on cooperative trans- 
formation that the Chinese leadership recognized 
the necessity to adhere to policies which pro- 
tected the interests not only of the poorest 
strata but also of the middle peasants as well to 
ensure the creation of cooperatives which could 
ensure both equitable growth and rising rural 
incomes. 

In the summer of 1955, two events set China 
on a new course. First, the five-year plan, with 
its ambitious targets and focus on heavy industry 
to the detriment of light industry and agri- 
culture, was finalized and published. And 
second, with Mao Zedong throwing his authority 
behind a new drive, plans for gradual voluntary 
cooperation were discarded. In a matter of 
months, large collectives were being organized 
everywhere. Collectivization was virtually com- 
pleted throughout the Chinese countryside in 
just six months, that is at a speed far greater 
than that achieved in the Soviet Union. Several 
features of China’s instant, imposed collectivi- 
zation bear note. Mao Zedong put forward 
three important reasons for abandoning previous 
cooperative principles. These were, first, the 
necessity for decisive action to assure that the 
ambitious production targets of the five-year 
plan would be reached; second, the perception 
that growing class polarization in the rural areas 
jeopardized the entire process of socialist 
transformation; and finally, that the poor 
peasants were urging, even demanding, collecti- 
vization as the only way forward. In addition 
to these factors, a fourth which was undoubtedly 
important in securing the support of grassroots 
cadres, was the fact that these cadres faced 
great difficulties in coping with the complexi- 
ties of a mixed private—cooperative economy. 

Close reading of the contemporary docu- 
mentation reveals that already by the summer 
of 1955 it had become clear that in the absence 
of a dramatic change, China would indeed fall 
far short of unrealistically high plan targets. 
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Collectivization did, moreover, increase state 
access to the agricultural surplus, but only at 
a very heavy cost to the countryside, to rural 
producers, and to future production. Second, 
although we can find examples of some peasants 
losing their land and others prospering through 
the market, the weight of evidence convincingly 
presented by Vivienne Shue and others suggests 
that policies of gradual transition were curbing 
rural inequalities.” Third, there is abundant 
evidence of peasant willingness to participate in 
well-run small cooperatives which boosted 
household incomes, but I have been able to 
find no credible evidence of the demand by 
poor or any other rural producers for collecti- 
vization which involved the transfer of land 
and other resources from the household to 
village-wide or even multi-village units and 
required large-scale organization of agriculture 
for which there was little precedent. As we will 
note, resistance to the change — by no means 
confined to the prosperous — strongly suggests 
otherwise. Fourth, imposed collectivization 
simplified rural organization in the sense of 
establishing a single administrative and owner- 
ship pattern across the countryside, but it also 
presented immense organizational hurdles in- 
volved in non-mechanized farming on a scale 
dozens or hundreds of times larger than that of 
the household which had previously been its 
locus, and in a virtual absence of technical and 
administrative preparation for the changes. 
Although the model regulations for rural co- 
operatives issued on 17 March 1956 stipulated 
that ‘the only way to ensure that the peasants 
take the road of cooperation voluntarily is by 
adherence to the principle of mutual benefit’, 
in 1955—56 the reality was an instantaneous 
process of state-imposed  collectivization 
throughout the countryside. 

One of the most deeply entrenched myths 
about the transformation of the countryside 
is that China carried to its logical conclusion 
gradual, voluntary cooperation culminating 
in 1955—56 in the ‘high tide’ and the rapid 
advance to full-scale collectivization.” The 
reality was quite different. Nationwide col- 
lectivization eliminated the largest remaining 
property-based income differentials between 
prosperous and poor households within each 
community, essentially completing the egali- 
tarian redistributive logic set in motion in the 
land reform. It eliminated the fragmented land 
tenure system based on private ownership which 
land reform had actually strengthened. It 
opened new possibilities for coordinated agri- 
cultural planning and modernization in such 
areas as water conservancy and capital construc- 
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tion in the fields. But those achievements were 
won at a very high price, including betrayal of 
promises to rural producers of gradual, volun- 
tary cooperation. The large new collectives 
lacked the experience and technological founda- 
tion for outproducing the smaller-scale pro- 
ducers, and above all they lacked an effective 
system of incentives which would encourage 
collective members to surpass the economic 
performance of private farmers and smaller 
cooperatives. The Party-state and China’s 
hundreds of millions of rural producers were 
moving toward an antagonistic relationship. 

But if China’s imposed collectivization pro- 
duced major problems, the fact is that the pro- 
cess was not only completed with extraordinary 
speed but (it appears) in the absence of major 
violence. To be sure, millions of pigs and cows 
were slaughtered and eaten, but damage to 
livestock and other property was on a scale far 
smaller than that in the Soviet Union, and 
agricultural production did not collapse. The 
differences lay above all in the credibility of 
the Chinese leadership after several decades 
of successful rural work, and the high degree 
of state penetration to the village level well 
before the collectivization drive. Yet, if our 
analysis is correct, a collectivization process 
which turned its back on promises of volun- 
tary participation, which ignored the wide 
range of experiences of diverse communities 
and imposed a single administrative model, 
which placed particularly heavy burdens on a 
large middle peasant stratum, which sought to 
organize rural production on a large scale in 
the virtual absence of modern inputs, and which 
provided a vehicle for siphoning the rural sur- 
plus out of the countryside, created formidable 
problems. 

Recent research, and the release of important 
Chinese documentation, have clarified important 
elements of the Great Leap Forward, particularly 
the price it imposed on the countryside. Here 
we wish to emphasize the ways in which the 
leap built on and extended tendencies and 
approaches which took shape during the 
collectivization drive. In the leap the Chinese 
leadership carried to new heights the logic of 
large-scale collectivization and elimination of 
the market and the private sector; it encouraged 
ultra-accumulation and virtually limitless de- 
mand for labour while in practice flagrantly 
disregarding the livelihood of rural producers. 
The promises of the leap that all would realize 
the fruits of abundance in a few short years as 
China zoomed past the most advanced industrial 
powers quickly gave way to the reality of mass 
hunger, starvation and economic collapse with 
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the countryside bearing the brunt of the policy 
disasters of the period. We wish to focus here 
on the consequences of policies which divorce 
state goals of accumulation, collectivization and 
industrialization from the demands of rural 
producers for improved livelihood. This formula 
for disaster, not the ravages of nature and the 
withdrawal of Soviet technicians, bears primary 
responsibility for the economic collapse which 
began in 1959 and continued into the early 
1960s until major policies associated with the 
leap could be overturned with the restoration 
of the private sector and the market, the scaling 
down of production units, and the implementa- 
tion of more effective incentive systems. 

The price was extremely heavy from multiple 
perspectives. As the economist Sun Yefang 
reported, the death rate soared from 10.8 per 
thousand in 1957 to 25.4 per thousand in 
1960. This meant additional deaths of close 
to 10 million in 1960 alone, and a total in the 
range of 15—20 million deaths for the leap years. 
By the time the leap reached its nadir in 1960, 
grain production had fallen to 143.5 million 
metric tons, down 52 million from 1957.’ 
The grain stocks required to feed China’s cities, 
which expanded rapidly during the leap, had 
dropped from a high of 21 million tons in 
1956 to less than a month’s stock by the 
summer of 1961. The drawing down of grain 
stocks, and the beginnings of foreign grain 
purchase in the early 1960s provided a buffer 
against starvation for the urban population, 
leaving the countryside to bear the real brunt 
of the starvation brought about by the leap. 
It would be two decades before the Chinese 
leadership would acknowledge that per capita 
grain production in 1977 was no greater than it 
had been in 1955, prior to collectivization and 
the great leap,® and per capita consumption in 
the countryside may well have been lower than 
twenty years earlier. 

The record of the Chinese revolution through 
the early 1950s, perhaps more than that of any 
other twentieth-century revolution, attests to 
the efficacy of the transformation of social 
relations linked to the welfare of rural pro- 
ducers as a lever for economic development and 
social progress. This outcome was closely related 
to the confluence during these years of revolu- 
tionary goals and values with the interests and 
participation of the majority of rural producers. 
Within the framework of policies assuring sub- 
sistence and security, making possible the re- 
creation of shattered families, and moving 
toward a modicum of prosperity, China’s 
rural producers prepared to participate in and 
to shape a variety of new cooperative institu- 
tions. 
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The imposed collectivization of 1955—56, 
followed almost immediately by the impossi- 
bilism and disruptive state pressures of the 
Great Leap Forward, brought to an end that 
era in which state-led social change rested on 
strong leadership consensus and broad popular 
unity. It also initiated a period in which: 


1. All attempts at implementing more ad- 
vanced socialist forms (larger collective units, 
more egalitarian patterns of remuneration) 
encountered fierce resistance and in vir- 
tually every instance were soon reversed. 

2. Leadership unity at the top gave way to 
bitter recrimination, sharp intra-leadership 
conflict, and an increasingly manipulative 
and conspiratorial political milieu. 


The crisis of the Chinese state since the 
1950s centres on the fact that proposals for 
social change and mobilization, while pro- 
claiming goals of productivity and income 
breakthroughs, have frequently produced con- 
trary results. Inevitably, many Chinese have 
come to view with suspicion both the state 
and the models it has proclaimed, particularly 
those viewing the future from positions of 
poverty and insecurity convinced that the 
message of collectivism and self-reliance could 
not solve their problems. This helps to explain 
the rush in the early 1980s to leave collective 
agriculture. 

The overdetermined swing of the pendulum 
from the politics of collective mobilization to 
the economics of modernization, the market 
and high growth since the late 1970s raised 
impossible expectations of gains in productivity, 
income and consumer goods in a manner which 
bears comparison with the Great Leap Forward, 
though the politics of the two movements were 
profoundly different. Once again it has been 
necessary to cut back sharply on grandiose 
economic projects for which the technical— 
material—financial foundations were lacking. 

Nevertheless, the preoccupation with the 
developmental project, the recognition of the 
heavy price which China must now pay for 
decades of stagnant per capita incomes amidst 
rising population, and the recognition that 
‘bigger and more public’ may not necessarily 
produce salutory development results in the 
absence of technical—material foundations and 
human support for change .. . all these tenden- 
cies suggest signs of leadership recognition of 
some of the important lessons for socialist 
development which were discarded at such a 
heavy price in the mid-1950s. The realization 
that imposed collectivization and the great leap 
cut away at the genuine foundations of coopera- 
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tion and hence of socialism in the countryside; 
the awareness that social change to succeed in 
the long run must be linked to higher pro- 
ductivity and higher incomes for the majority; 
the perception that more goods and services for 
people, even at the expense of heavy industrial 
growth, are preconditions for restoring unity 
and for overall advance .. . these are among the 
positive lessons to be drawn from the present 
cycle. 

Again, as in the 1950s, the most profound 
changes are taking place in the countryside, this 
time with the vast expansion of the private 
sector, proliferating free markets, and the 
dismantling of most collective structures in 
agriculture. Numerous observers have pointed 
out that this may lead China to the virtual 
abandonment of cooperative and collective 
forms in favour of a household-based agri- 
culture; and it may produce mounting class 
inequality in the countryside and lead to the 
demise of socialist institutions generally as 
China opens her doors wider to international 
capital. Yet the present course opens other 
possible options. At its best, in the early 1950s, 
Chinese socialism made available to the rural 
population options of effective cooperation 
sweetened with state material and organizational 
support. We should not rule out the possibility 
of the emergence over the next decade of 
strategies which make available new and more 
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flexible options for defining the relationship 
among state, cooperative and household in the 
urban and rural economy; which produce an 
expanded state financial role in supporting and 
assisting poorer communities; which encourage 
both accelerated accumulation and consump- 
tion; and which place on a firmer foundation 
the cooperative and collective institutions which 
constitute the soil on which socialist develop- 
ment can thrive. 

China’s state socialism has important achieve- 
ments to its credit, as well as profound failures. 
Its further advance is likely to require approaches 
which restore the confidence and basic unity 
shattered in the late 1950s and damaged in sub- 
sequent campaigns which drove a further wedge 
between the developmental and egalitarian 
goals of Chinese socialism and undermined the 
credibility of the state. This is likely to require 
a diminished role by the Party-state, sharing 
greater power in the production and marketing 
spheres with cooperatives, collectives and house- 
holds. It is likely to require ‘retreat’ on many 
fronts from the forward positions taken over 
the decades with scant attention to the creation 
of material and popular foundations for institu- 
tional change. Such a course, fraught with 
difficulties and pitfalls, nevertheless holds out 
the brightest prospects for the future of a 
Chinese socialism. 


NOTES 


1. The classical statement is in Mao Zedong (1977), 
pp. 184-207. 


2. I have explored the issues raised in this essay in 
Selden (1978, 1982 and 1983). 


3. Lenin (1959), pp. 276, 282—283. 
4. Vivienne Shue (1980). 


5. See ‘Model regulations for an agricultural producers’ 
cooperative’, in Tung Ta-lin (1959), p. 96. 


6. For representative expressions of this view see 
Nolan’s (1976) eloquent and richly informed analysis, 
Gray (1973) and Shue (1980). 


7. Sun Yefang (1981), and the discussion by Nicholas 
Lardy and Kenneth Lieberthal (1982), pp. xviii—xxix. 


8. Hu Qiao-mu, People’s Daily (6 October 1978), cited 
in Lardy and Lieberthal (1982), p. xxxvi. 
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Chinese Market Mechanism: A Controversial Debate 


THIERRY PAIRAULT 
Centre National de la Recherche Scientifique, France 


Summary. — The points made in works of Engels and Stalin on the ‘law of value’ under socialism 
remind us of the problem of the law of value’s relationship to commodity production under 
socialism, to market mechanisms, to planning. A useful bit of conceptual clarity was proposed 
by W. Brus who argued that the major economic decisions concerned with macroeconomics and 
economic growth need a degree of centralization; market forces can assist plan implementation 
in the circulation of agricultural and light industrial goods. Chen Yun stood for a wider role 
for market forces and decentralized decision-making. In the 1950s and again in 1979 he gained 
a good deal of support from the Deng faction. However the need for an adjustment policy of 
restricting the dominance of heavy industry and capital construction works led after December 
1980, not to a deepening of economic reform but to the growing strength of centralizers like 
Li Xiannian supported by the military for their own ends. 


Three years ago, Chen Yun, at a meeting of 
the Central Committee (March—April 1979) 
launched the basis of a vast movement of 
economic reform by stating: ‘in the concurrent 
utilization of the regulatory mechanisms of 
planning and market, the role of the plan has 
pre-eminence but that of the market is to be 
fully developed’.! Chen Yun became President 
of the State Commission for Economy and 
Finance on a programme of introducing market 
mechanisms. After the disappearance of this 
Commission, Chen Yun was reduced to defend- 
ing his economic opinions in semi-governmental 
meetings and cadre gatherings.” Some practical 
and theoretical aspects of the system reform 
experiment are presented here in order to 
evaluate the consequences for planning and to 
understand them more fully in the context of 
recent political changes. 


1. THE REVIVAL OF THE MARKET MODE 
OF PRODUCTION AND ITS CONSEQUENCES 


Summarizing the arguments being put for- 
ward by Chinese economists in criticizing Stalin 
on the law of value~ is a useful starting-point 
in confronting the growth of market mecha- 
nisms within a socialist economy. The theo- 
retical problems implied are important, as is 
the task of explaining the limits imposed by the 
planning system and centralized decision-making 
on the free play of market mechanisms. In his 
Economic Problems of Socialism in the USSR, 


Stalin recognized that the collectivization of 
agriculture in the USSR had not allowed 
‘socialization of all the means of production’ as 
had been forecast by Engels in Anti-Duhring:* 
hence the coexistence of two forms of socialist 
ownership — collective and state. Stalin was led 
to the conclusion that the law of value had a 
purely accounting role in the state sector, but 
that market relations remained to produce a 
regulatory role for the law of value in the 
collective or cooperative sector. 

This vision led Stalin to attribute the charac- 
ter of commodities to goods in the non-state 
sector but not in the government sector. Goods 
exchanged between the state sector and the 
collective sector also took on the character of 
commodities. From the Stalinist theoretical 
point of view, if such a good is sold to the 
collective sector it changes its character. This 
ignores the fact that it originated in the state 
sector, and, being already owned by the whole 
people, it is also in fact the property of those 
working in the collective sector before changing 
hands. 

According to Chinese analysts, the posited 
coexistence of the two sectors does not explain 
anything, and it is only possible to ‘resolve’ 
the contradiction by denying the character of 
a commodity to all goods, or by proclaiming 
them all to be commodities. 

The existence of a market economy in a 
socialist regime resulted, according to the 
Chinese, in the following trends: 


(i) Relative autonomy was given in the 
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social division of labour to the units of 
production (state, collective, individual) 
whence the appearance of divergent interests 
and of contributions of a different quality. 
To develop production it was necessary to 
stimulate units of production by payment 
according to work and to distribute turnover 
tax by some reference to costs of production. 
Since it was impossible to use the labour time 
incorporated in products as a measure, the 
necessity arose of an indirect comparison by 
means of the Marxian formula C+ V +S, 
hence the survival of market relations and 
the regulatory role of the law of value in 
all sectors of the economy. 

(ii) The imperfections of the planning 
system led to social labour diverging from 
social needs, so the manufacturing sector 
(following the plan) made certain products 
which were useless or unsaleable. Such a 
situation meant that waste of social labour 
was acute and the structure of production 
did not correspond to the structure of social 
needs. The fact that the plan tried a-posteriori, 
to alleviate the maladjustment by a reallo- 
cation of social labour merely indicated the 
persistence of the law of values operations 
in Marx’s sense, i.e. the law of the reallo- 
cation of social labour in the market mode 
of production.® 


This analysis posed problems of theory: 


(a) The existence of the social division of 
labour and the necessity of autonomy for 
units of production required by the remnants 
of the market mechanism gave rise to the 
following conclusion: in order to realize 
the ownership of all the means of production 
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for the market mechanism. A theoretical 
impasse was soon reached, for according to 
the original Marxist schema, the evolution 
should have been in the reverse direction: 
planning and production by society ought 
to have progressively replaced the law of 
value as the organizing method of produc- 
tion, responding to social needs. 

(c) The autonomy of units of production 
and the decentralization of management was 
deepened and set in motion a new division 
of the net product. However, all the net 
product (‘S’), or at least the greater part of 
it, returns to the state where the apparatus is 
dominated by the Party. The state’s grab for 
net product transformed the latter into 
means of production legally owned by the 
working class. But, because the units of 
production now retain a growing part of the 
net product, they substitute themselves for 
the state and bring about a separation of the 
workers from their means of production (in 
the absence of genuine self-management). In 
other words, the actual reforms undertaken 
accentuate the double separation also 
characteristic of capitalist enterprises: sepa- 
tation of economic units from each other 
and separation of the workers from their 
means of production. 

(d) Finally, the Chinese only bring out 
the above problems very indirectly in 
discussion; instead they tend to proclaim 
they will use Zijue® — harness the law of 
value in order to avoid a complete return to 
capitalism. Yet Engels said this procedure 
can only bring to an end the process of 
superceding capitalism.” 


The theoretical point involved here is that in 


by society (and not just the state), and to a socialist economy the law of value is limited 
bring about the elimination of market by the degree of centralization over major 
relations, China, like other socialist countries economic decisions. To recall the formulation 
before it, has to precisely, if paradoxically, of Professor Wlodimierz Brus, there exist three 
encourage capitalism. types of economic decision-making: 


(b) The development of productive forces 
was held back by imperfections in the plann- 
ing system, especially a centralized system of 
management earlier successful in the first 
5-year plan, when China was very poor 
and had only a small number of production 
units. The justification for the economic 
reforms was based on the need to decentra- 
lize the management of the economy and 
have recourse to indirect levers of control. 
The logic in such (Chinese) reasoning was 
strengthened when it was realized that the 
economy had become more complex and the 
need for decentralized decision-making had 
accelerated, leading to an enhanced role 


(a) Macro-economic decisions defining 
long-term growth of output, the rates of 
investment and consumption. These inevit- 
ably remainin the hands of centralauthorities. 

(b) Micro-economic decisions relating to 
individual consumption. Market forces here 
can play a free role, although there can never 
be full ‘consumer sovereignty’ since the 
macro-economic decisions will impinge to a 
certain degree on the structure of consump- 
tion.” It is from this standpoint that one 
can interpret the price rises for consumer 
goods, agricultural goods and goods still 
rationed in order to relieve inflationary 
demand pressure on light industrial goods; 
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(c) Micro-economic decisions relating to 
the structure of production. Here the nature 
of the profit of socialist enterprises fixes 
the limit to decentralization. In an economy 
of economic liberalism profit is the result 
of good enterprise management, while in a 
socialist economy it is the result of the degree 
of success in plan-fulfilment. 


However, the greater the autonomy of 
socialist enterprises, the more their profits will 
also reflect successful management, although 
never wholly independent of the need to fulfil 
plans. 

These considerations need to be taken into 
account in assessing the potential role of new 
market mechanisms in their practical effects. 
Experience with this in other socialist countries 
has been mixed in achieving the slogan ‘the 
socialist market is a planned market’.!! For 
China, in the sphere of allocation of consumer 
goods, two possibilities exist: 


(a) The state does not intervene and prices 
are set by supply and demand. The difference 
with capitalism would then be that there is 
still central control over the structure of 
investment and production, hence, even if 
more indirectly, over the level of consump- 
tion. 

(b) The state intervenes to fix a number 
of prices, and the market mechanism is used 
to ensure social needs are met as set out in 
the plan. Two cases where this occurs are, 
first, when there is an inelastic demand for 
consumer goods so that firms can fix prices 
high-above cost of production and make 
windfall profits. Here the state’s intervention 
is to correct market imperfections; second, 
the state wishes to encourage certain pro- 
duction by subsidies. The market here is 
regulated to counter the law of value which 
normally ensures that products exchange at 
their full value. 


When we come to the sphere of capital 
goods, the problems are more complex. Adapta- 
tion of supply to demand conditions depends 
finally on the structure of investments and the 
relation of the investment goods sector to the 
consumer goods sector. Any new structure of 
consumption brought about by the market 
need not be consistent with the preferences 
of socialist planners in this matter. Moreover, 
in the case of ‘means of production’ (capital 
goods) it is by no means obvious that supply 
and demand should set the relative prices on 
the basis of relative scarcity because these goods 
are inputs into the production of all goods and 
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have a decisive role in setting the whole pro- 
duction structure. The market will necessarily 
be controlled in this case because it will itself 
not permit the working out of the law of value. 
_ If we look at the general issue of investment 
planning, experience shows that the market 
mechanism can influence the choice of methods 
of implementing investments, but not the 
determination of the investment rates and 
structures, which are geared to politically- 
determined rates of economic growth. 


2. POLICY CHANGES IN PRACTICE 


In the middle of 1979, reforms were intro- 
duced. They allowed fluctuations in demand 
and supply to influence prices of light-industry 
goods, but heavy industry remained under 
central planning.! This was seen as a method 
of rejecting ‘voluntarist’ planning which, under 
the slogan of giving priority to investment in 
fact produced too high a rate of capital accu- 
mulation and under the slogan of priority for 
heavy industry imposed excessive burdens on 
light industry and agriculture. 

‘Realistic’ planning, by contrast, was to 
accept a real role for the law of value and to 
allow agriculture and light industry to grow 
at the same rate as heavy industry if this were 
so desired. In this way, the rate of growth of 
the Chinese economy would emerge mainly 
as a result of concrete economic calculations and 
no longer from abstract political voluntarism. 

Perhaps we can simplify a bit by saying that 
‘voluntarist’ planning corresponded to the 
slogan zhong, qing, nong (heavy industry 
first, light industry second, agriculture last), 
while the ‘realistic’ planning slogan was nong, 
qing, zhong (agriculture first, light industry 
next, heavy industry last). However, it should 
be pointed out that this should not be taken 
too literally; a preference for one of these 
forms of planning does not produce an order 
of priorities since, in the end, priorities rest on 
the idea of heavy industry as the key to the 
‘law’ of socialist development, which gives 
priority to the capital goods sector — a ‘law’ 
reaffirmed in an editorial of the People’s Daily 
of 20 October 1979. 

The concept of ‘realistic’ planning had been 
put forward at the beginning of the 1950s by 
Chen Yun and some other economists. One of 
the objectives of Mao Zedong was to firmly 
oppose a version of such planning suggested by 
Sun Yefang. By contrast ‘realistic’ planning at 
the beginning of the 1960’s was implemented 
under the policy ‘take agriculture as the base 
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and industry as the dominant factor’. The first 
part of this slogan foreshadowed the policies 
later elaborated as nong, ging, zhong. Here it 
is accepted that the rate of growth of industry 
itself depends on agriculture; that Department 
1 (capital goods) depends ultimately on Depart- 
ment 2 (consumer goods), and Chinese economic 
thinking at the top by no means involves 
abandonment of the idea of priority develop- 
ment for Department 1. 

In the course of 1979, some economists 
attacked the ‘law’ of priority for Department 1 
as mathematically and historically unjustified, 
but the debate was suddenly cut off by the 20 
October editorial of People’s Daily which 
reaffirmed the validity of such a law of socia- 
lism, using the authority of Stalin. 

It is necessary here to distinguish current 
and future trends. The present period is charac- 
terized by a higher growth rate of the consumer- 
goods sector (Department 2) than Department 
1. However, Chinese commentators such as Xue 
Mugiao have stressed that this policy is pro- 
visional and a response to the need for a policy 
of readjustment. With the achievement of a 
better balance between investments in Depart- 
ments 1 and 2, the possibility will arise again 
for priority growth of Department 1. 

A wider issue is involved here. ‘Voluntarist’ 
planning results in a policy of absolute priority 
for investment, with consumption treated as a 
residual. Conversely, ‘realistic planning’ results 
in an attempt to stimulate the masses by better 
satisfying their material needs and better 
management of enterprises in order to shape 
investment. This second option was, above 
all, the line of Chen Yun.!> It had been tested 
in nine provinces during the second half of 
1956, but at the beginning of 1957 an end was 
put to the experiment, largely because of fears 
that the system would necessitate a major 
reform of the taxation system, without which 
the State Treasury would have suffered serious 
losses. 

In the Chen Yun formula, the market is not 
considered as a method of planning, but merely 
a flexible way of management of the Chinese 
economy — the use of indirect economic levers 
rather than administrative methods in plan 
implementation. 

The December 1978 Third Plenum of the 
Central Committee issued a call to ‘combine the 
planned economy and the market economy’. 
This was ambiguous in its suggestion of two 
separate sectors, one planned and socialist, one 
market and, by implication, non-socialist. It 
was no surprise that shortly after (at the April 
1979 Working Conference of the Central Com- 
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mittee), a new slogan appeared to clarify 
matters: ‘combine regulation by the plan and 
regulation by the market; the regulation by the 
plan should take the lead, but full attention 
should be paid to regulation by the market’. 

But ambiguity did not thereby disappear. 
No clear distinction had been made between 
market, market economy and market mecha- 
nism. Commodity exchange takes place con- 
stantly in a socialist economy but this does not 
constitute a ‘market economy’. No clear distinc- 
tion had been made between a commodity 
economy, planned economy and market 
economy. A socialist economy can be a planned 
economy and a commodity economy, as Stalin 
pointed out. The issue here was not brought 
out clearly — a plan should take account of 
commodities without itself being dominated 
by free movements in commodity production. 

It was the actual state of the Chinese econ- 
omy which decided many of these issues. For 
its economic disorganization and lack of 
efficient controls looked very similar to the 
situation in which plan and market were work- 
ing without contact with each other. New 
political solutions had to be found and new 
policies formulated. Chen Yun’s State Economic 
Commission set up in June 1979 was dissolved 
in February—March 1981, having been under 
a cloud from December 1980. Its functions 
were taken over by a ‘working group’ led by 
Wan Li, a Deng Xiaoping man. 

The temporary optimism exhibited at the 
Third Planning Session of the Peoples’ National 
Congress (with Zhao Ziyang as Prime Minister, 
Yao Yilin as new Chairman of the State Planning 
Commission and Wang Bingquian as Minister 
for Finance) meant economic reform was 
being strongly encouraged. By December 
1980, there was a brutal return to reality — the 
actual condition of the economy deteriorated 
sharply. The law of value was taking its revenge 
on the former period of voluntarist planning, 
with strong inflationary trends’> forcing TECOR: 
nition of the need for a major adjustment, S 
which culminated in a reassembled working 
session of the Central Committee from 16 to 
25 December 1980. 

This meeting resulted in a proposal to end 
experiments with economic reforms and to 
return to more centralist methods. It meant 
the eclipse of Chen Yun, despite denunciation 
of the ‘left’ for having disorganized the economy 
in the ten years 1966—76 and then having 


refused to adjust the economy during 1976— 
78 and 1978-80.!7 

The seventeenth meeting of the Permanent 
Committee of the 5th Peoples’ Congress 
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(February—March 1981) endorsed the decisions 
of the working party of December 1980, with 
Deng and Zhao Ziyang taking the middle course 
between the opposed tendencies of planning. 
A strong showing was made by voluntarists 
despite the relative eclipse of Li Xiannian.’® An 
editorial statement in the Peoples’ Daily of 13 
March 1982 advocated a policy of adjustment 
to restore equilibrium in the economy and 
permit orderly growth. An intervention was 
made by the economic reformers’” in the shape 
of Xue Mugiao, who put an article in the 
Peoples’ Daily critical of the ‘voluntarists’ and 
reaffirming that the principal issue in the adjust- 
ment policy was to prepare the ground for 
economic reform. 

The military, which played a big role in the 
struggle against the ‘left’, now found itself in 
opposition to a rightist tendency.” The military 
had doubts on two counts. First, there was the 
cuts in credits to the army earmarked for 
modernization and preparation to combat a 
powerful aggressor.” (Indirectly this criticism 
of other policies of Deng gave a clue to the 
army’s concern that heavy industry would be 
made to bear the brunt of adjustment.) On this 
basis, the military realigned with the ‘volun- 
tarists’** who refused to consider basic con- 
struction actively as a residual. With regard to 
the agricultural reforms, the army was con- 
cerned about the availability of recruits under 
conditions favouring families requiring members 
to cultivate family-worked land. 

All of these tendencies™ led to new concern 
for heavy industry. Cutbacks in this sector, at 
first desired to bring about the first step towards 
sound growth, were now considered to be a 
threat to other sectors’ development, as well as 
a limit on state revenues.” It was noted that 
the continuing dominance of agriculture and 
heavy industry in the total Chinese economy 
were a clear sign of the latter’s continuing state 
of underdevelopment. To really do something 
about this required a stronger and more orderly 
development of heavy industry.”° There 
followed the instruction from Zhao Ziyang at 
the end of the Fourth Session of the 5th Peoples’ 
Congress: ‘readjust the orientation of the pro- 
duction of heavy industry’.2° It was to make 
an occasion of this new policy that Zhao Ziyang 
and Wan Li (the new Chief Economic Advisor 
of the Government) went in mid-January 1982 
to the Peking Iron and Steel Company which, 
despite a diminution of production in 1981, 
had seen its profits grow by 8.2%.?" 

The changes in policy have depended partly 
on people at the heart of the Government, 
although real power remained entirely in the 
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hands of the Political Bureau, in particular 
with seven members of the Standing Committee 
of the Bureau where there were two major 
tendencies: that of Deng Xiaoping, Zhao Ziyang 
and Hu Yaobang and that of Li Xiannian, 
Hua Gofeng and Ye Jianying, with one inde- 
pendent: Chen Yun. The latter had been under 
the shadow of Central Committee decisions 
that were changing; despite the republication of 
his speech of 1945 at the 7th Congress of the 
Party,”° he began to show more discretion in 
economic matters.”” 

After a period of relative quiescence Li 
Xiannian increased his influence in 1982. A 
speech at the Chinese New Year was remark- 
able on a number of counts. It was the first 
speech of his published since 1979; the speech 
itself, though brief, was a virtual working pro- 
gramme touching on economic policy, internal 
and external affairs, the Party, with quite 
specific points of a precision lacking in Zhao 
Ziyang’s discourse of December 1981 at the 
fourth session of the Sth Peoples’ Congress.*! 
Li announced the first convocation of the 
year of the 12th Congress of the Party; the 
speech contained no reference to themes and 
slogans dear to Deng Xiaoping. 

From the economic viewpoint we may note 
the emphasis given to the need for a centrali- 
zation of economic life, for coordination: 
quanguo yi pan qi.** This slogan pointed to 
the role required of the market: 


Regulation by the market and planning of the 
economy are not featured by relationships of 
equality, but by those of subordination. Market 
regulation should not impinge on areas of authority 
of the planning cadres . . . regulation by the market, 
if it is to be utilized properly, must also be care- 
fully controlled.*? 


Such a definitive position could not have 
suited the centrifugal tendencies favouring 
enterprise reform in agriculture and Li Xiannian 
recalled that agriculture, like industry, had to 
be planned on the basis of contracts between 
the units of production (probably the brigades) 
and the state trading corporations.** If these 
remarks did not rule out reforms in the methods 
of exploiting agriculture, they certainly limited 
their scope. 

It is important, too, to point to the stress 
on the problem of capital accumulation on the 
part of Li Xiannian. This can be seen more 
precisely in an editorial of the Peoples’ Daily 
of 22 February 1982, which underlined the 
fact that the rate of accumulation between 1978 
and 1981 had fallen considerably, a drop from 
36.5 to about 30% of national income, a 
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satisfactory trend when compared with the 25% 
target announced in 1979 as the aim of policy, 
and the 20% favoured by Chen Yun and Bo 
Yibo. Li indicated that the purchasing power 
of the masses should not grow at the expense 
of Government objectives, and the official view 
at this time concerning the budget deficit was 
that excessive investment was not to blame, but 
the sudden improvement in the standard of 
living was through welfare and subsidy measures. 
As a result, the Peoples’ Daily of 22 February 
said that Government decisions aimed to limit 
the production of bicycles, sewing machines, 
watches and clocks. 

Centralization was also being seen as a way 
of countering regional protectionism, which 
was resulting in a cut in deliveries to other 
provinces and protection of regional markets. 
The result had been a multiplication of small 
less efficient industrial units, involving dupli- 
cation of the more profitable factories which 
produced higher quality output. In other words, 
the view was now taken that it is necessary to 
centralize many decisions relating to capital 
accumulation if only to guarantee the greatest 
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level of profitability (‘rentability’) in invest- 
ments.° 

These preoccupations of the Government 
explain the administrative reforms suggested 
at the 22nd meeting of the Standing Committee 
of the 5th Peoples’ Congress, reforms in the 
area of reorganizing Government structures, 
notably a concentration of decision-making 
power into the hands of a smaller number of 
commissions and ministries. We were witnessing 
a return to administrative methods of manage- 
ment of the economy to the detriment of 
indirect economic levers. 

This policy evolution has forced a defensive 
reply from those favouring market forces, 
who have had to use such expressions as ‘indirect 
levers of planning’ (jiangie de jihva tiaojie) as 
opposed to ‘direct levers of planning’ (zhijie 
de jihua tiaojie) to describe the role of the 
market.* 

While the role of the market as regulator no 
longer can lead to deconcentration of power in 
favour of administrative regions, the task 
remains of encouraging economic units, a task 
formerly tackled with Maoist slogans like ‘fear 
no difficulties, not even death’ or ‘study Daqing’. 
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China’s Economic System Reform: Underlying 
Factors and Prospects 


SHIGERU ISHIKAWA* 
Aoyama Gakuin University, Tokyo 


Summary. — Three important determinants of economic growth in the Chinese context are: 
the motivation of economic units, the absorption of foreign technology and its diffusion and 
agricultural productivity. The Stalin model of the 1950s served China well, especially when 
sustained by ‘Chinese sub-models’ such as ties of trust with rural brigades, workers’ innovation 
etc. After that investment effectiveness declined, and today the structural changes necessary 
point to the need to alter existing institutions which have become obsolete. In agriculture, the 
use of cash inputs is more common now and a sense of economic efficiency is increasingly 
required. Care should be taken in comparing China with East European countries given that 
China’s per capita gross domestic product is much lower as is the percentage of agricultural 
output reaching the market. The comprehensiveness of the economic reform likely in China 
means that it will only be possible to judge it over a time horizon longer than five years. For 
such economic reforms to be wholly successful, they need to continue to incorporate Chinese 
‘sub-models’ mentioned in the paper and must develop a network of supplying industries and 
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inter-dependent factories. 


1. INTRODUCTION 


This paper aims to investigate various factors 
and their interaction which affected the nature 
and viability of China’s economic system” in 
the period of Mao Zedong’s regime and on the 
basis of that to explore the prospects of the 
economic system reform which China’s new 
regime has been attempting since the end of 
1978.2, As is known, this ‘system reform’ 
constitutes only one component of the overall 
economic reform contemplated, another closely 
related component being a readjusting of an 
economic structure biased by a policy favouring 
high accumulation rates and high priority given 
to building heavy industry towards one based 
on a more normal pattern, putting emphasis on 
realizing a steady increase in personal consump- 
tion. Here the discussion is concentrated on the 
former: the reform of the economic system. 

The investigation is facilitated by a com- 
parison of the Chinese changes with the experi- 
ence of the economic system reform which was 
attempted in the East European countries much 
earlier than in China, toward the end of the 
1950s. As is well known, China, like the East 
European countries, adopted the centralized 
physical planning model developed by Stalin 
in the pre-war plan era (hereafter abbreviated 
as the Stalin model) as the basic design of the 
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economic system for economic reconstruction 
after the establishment of the socialist regime. 
It was also those aspects of the economic system 
which. were shaped by the Stalin model that 
were made the object of the systemic reform 
common to both China and the East European 
countries. The essential components of the 
reform as far as the original design aiming at 
decentralized price planning was concerned, 
had a large degree of similarity. As for the 
retreat from the reform which later took place 
in East European countries (with the exception 
of Hungary) in the direction of recentralization, 
we are not yet at a stage to be able to make any 
final comparison. 

Although my own knowledge on the East 
European economies is very limited and depends 
upon English-language literature,° a comparative 
analysis, starting from confirmation of the 
similarities on the level of the system model, 
seems useful in making explicit both similar and 
dissimilar aspects of the actual economic 
systems as between China and the East European 


* I would like to express my sincere appreciation to 
Professors W. Brus, Dong Fureng, Nicholas Lardy, 
Victor Lippit and Thomas Rawski for their comments 
and criticisms on the original version of this paper. For 
any remaining errors. I am solely responsible. I would 
also like to thank Professor Bruce McFarlane for his 
editing of my manuscript. 
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countries. In fact, we find as a result of sucha 
comparative analysis that: 

(1) the Stalin model adopted in China 
brought a number of sheer inefficiencies 
into the economy, which necessitated a 
serious attempt at economic system reform 
to achieve their removal — a sequence 
similar to the one which had taken place in 
the East European countries; 

(2) the Stalin model, however, made a 
significant contribution to the economic 
transformation of China in the relatively 
early phase of the People’s Republic 53 

(3) in China, the Stalin model was in 
many respects introduced in combination 
with peculiarly Chinese policies and practices 
which can be called ‘Chinese sub-models’; 
the results of this combination were mostly 
favourable in making the system viable; 

(4) any evaluation of the economic 
system reform in China should be made on 
the basis of more comprehensive criteria than 
those for the economic reforms in the East 
European countries. 

Such a comparative analysis is also useful in 
obtaining from the East European experience 
certain important insights into factors to be 
taken into consideration when the implementa- 
tion of the system reform is at issue. 

To state the main conclusion from compara- 
tive analysis more concretely: the kind of 
factors which affect the nature and viability of 
the economic system or the reform are never 
simply the system-characteristics which relate 
to the particular model adopted or which the 
particular reform intends to introduce to replace 
the existing one. The Chinese experience indi- 
cates that there are, in addition, cultural and 
social traditions to be taken into account, in 
particular the village community tradition and 
urban employment practices. The political and 
social environment relating to the mutual 
trust (or distrust) between government and 
people is crucial. Other relevant factors include 
the level of output and market development, 
factor endowments, and the possibility of dual- 
istic development. The experience of Eastern 
Europe suggests further factors that are likely 
to affect the implementation of the reform, 
such as the strength of vested interest groups 
in the existing system and, in particular, the 
amount of tautness in the current economic 
plan. 


2. THE STALIN MODEL 


In the light of the East European experience, 
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three points may be noted with regard to the 
content and characteristics of that Stalinist 
model which provided them with the basic 
design of the post-war economic system: 

(1) The content of the Stalin model has 
been ably stylized by many expert econo- 
mists, and may be summarized most simply 
by three items: (i) the entire economy was 
controlled through the system of ‘centra- 
lized, physical planning’; (ii) the modern, 
industrial sectors consisted of state enter- 
prises with the characteristics that (a) they 
were engaged in production and marketing, 
mostly according to the detailed plan 
targets that were determined by the upper 
organs and transmitted to the enterprises 
as government orders, (b) they had neither 
power nor responsibility to ensure that their 
products were finally sold to consumers, and 
(c) they were not expected universally to 
achieve financial self-reliance; (iii) the agri- 
cultural sector consisted of state and collec- 
tive farms, the latter having developed 
through the land reform and collectivization 
movements. The activities of the collective 
farms, in turn, were subjected to the procure- 
ment plan for main farm products and some- 
times to a detailed product-by-product plan 
directed from above. It should be noted that 
the above summary excludes the experience 
of Yugoslavia which, since the 1940s has 
developed a unique course of ‘market 
socialism’, or that of Poland which gave up 
collectivization in 1956 and pursued an 
agricultural system based on private family 
farms. 

(2) The Stalin model was developed on the 
basis of earlier Russian experience of rapid 
industrialization and was geared to the state 
of excess demand in all the production 
sectors of the economy which accompanied 
a high rate of capital accumulation and high 
output growth. 

(3) The model was seen to have caused 
disruption of the main balances of the 
economy and the disappearance of micro- 
economic efficiency, resulting in avoidable 
losses of national output and consumption. 
For this reason, the Stalin model of Eastern 
Europe was made the object of reform 
during the trend of de-Stalinization after 
Stalin’s death. 

The basic design of the economic system 
constructed during the First Five-Year Plan 
period (1953-1957) was the Stalin model 
with the three components listed in (1) above. 
However, the Stalin model brought to China 
not only demerits of the kind similar to those 
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described in (3) but also benefits that were 
probably unique to China. 


3. MERITS AND DRAWBACKS OF THE 
STALINIST MODEL IN CHINA 


Drawbacks of the Stalin model ranged over 
both microeconomic and macroeconomic 
aspects of the economy. The demerits in the 
microeconomic aspects were most clear in the 
inefficiencies that flowed from the fact that 
the state enterprises were deprived of almost 
all decision-making powers relating to pro- 
duction and management. Just two examples, 
which can be well documented° may be cited: 
toward the end of the 1970s there was increas- 
ing evidence that the state industrial enterprises 
were producing a considerable amount of pro- 
ducts which were actually unsaleable to the 
consumers and simply piled up in the ware- 
houses of the Materials Bureaux or the State 
Trading Companies. The reason for this was 
either that the quality of the products was 
inferior, or the kinds of products supplied 
were not those actually required by consumers. 
More fundamentally, these malpractices 
occurred because the responsibility for market- 
ing products of whatever quality or kind was 
not taken by the state industrial enterprises 
themselves but by the Materials Bureaux or the 
State Trading Companies. The former were 
simply interested in the increase in the amount 
of output valued at the officially fixed price, 
since this was the main ‘success-indicator’ for 
these enterprises. Moreover, during the same 
period, it became clear that the rate of utiliza- 
tion of fixed assets in state enterprise was very 
low, and that ordinary levels of maintenance 
and repair of these assets was neglected. The 
main reason was the practice by which con- 
struction of fixed assets was decided by the 
upper levels of government and executed by 
construction firms under contract, in a system 
where the completed fixed assets were trans- 
ferred to the state industrial enterprises for their 
free use. Hence, the enterprise had no incentive 
to use the transferred assets economically. 

Inefficiency of investment allocation in the 
macroeconomic sense arose for technical 
reasons. When the industrial structure became 
more complicated, it was not easy to proceed 
with centralized, physical planning without 
significant errors. Centralized planning under 
this new structure also brought about a tendency 
of ministerial autarchy, preventing horizontal 
cooperation. In connection with this aspect of 
bureaucratism, the tendency of provincial 
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autarchy can also be noted. This is perhaps a 
specially important issue for China due to its 
vastness: whenever decentralization of some 
of the central government power to the pro- 
vincial government was attempted, with the 
aim of arousing local initiatives to assist in 
local industrialization, it brought about as a 
by-product the duplication of investments 
(especially when the decentralization extended 
to the financial aspects after 1977).’ 

In agriculture, the strict procurement and 
production plans for food grain were imposed 
on the production teams without any adjust- 
ment of the procurement prices. The necessity 
for this became obvious in the 1970s in the 
light of the changed price—cost relationships 
which created conditions under which the 
larger the increase in the production of food 
grain, the poorer the production team and 
family members became. The incentive to 
increase food grain production for market 
was apparently declining in the low productivity 
regions where the opportunities for side-line 
production and local industry were very 
limited.2 The net marketed surplus of food 
grains in the whole of China significantly 
declined in the 1970s as compared to the 1950s 
and reached a level aslow as 10% of total output. 

The merits of the Stalin model on the other 
hand, can be indicated by the fact that China, 
which before the start of the First Five-Year 
Plan lacked most branches of heavy industry, 
has now been transformed into a country with 
large-scale heavy industries consisting of com- 
prehensive and well-balanced branches. This 
transformation was inconceivable without the 
support of the system of centralized, physical 
planning. Focusing on the machinery industries, 
the Chinese have not yet reached the stage of 
technological development in which new 
generation manufacturing technologies centring 
on automatic control of production processes 
are capable of being mastered, but a state that 
is fairly close to it, while imported technologies 
on the level. of pre-automatic process control 
have been steadily mastered and then diffused 
widely. The proportion of machinery industry 
output to total industrial output has already 
reached the level of 30%, close to the Japanese 
level of 36%. 

In agriculture too (as recently stressed by 
some Chinese economists) without ‘artificial’ 
emphasis on food grain production for mar- 
keting with the aid of planning, the amount of 
marketed food grain would have been smaller, 
and the speed of industrialization lower in the 
past 30 years than otherwise. 

Why did the Stalin model in some cases 
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exhibit merits, while producing demerits in 
others? My hypothesis is that apart from the 
cases where the merits arose with the aid of 
the Chinese sub-models, the question can be 
answered mainly by the compatibility (or 
otherwise) of an economic system with the 
economic structure to which the system was 
applied. (The ‘economic structure’ here denotes 
the industrial, size and locational structure of 
productive forces as well as the form and inten- 
sity of interdependence of economic units in 
the economy.) Essentially, I consider that the 
Stalin model achieved success in transforming 
China from an agricultural country into an 
industrial country because it was compatible 
to the economic structure in the earlier phase 
of the People’s Republic period. Remember 
the state of heavy industries at that time, in 
which there was no need or possibility of 
increasing the effectiveness of investment in 
the heavy industries by marginal adjustments 
to the industrial branches or factories: macro- 
economic adjustment by the Stalin model 
sufficed. 

On the other hand, the Stalin model turned 
out to be inefficient as the economic structure 
evolved further, and became incompatible to 
the changed economic structure. It is not easy 
to know precisely when this change took place, 
as the disturbance to steady economic change 
caused by the post-Great Leap disaster and the 
Cultural Revolution was so large.!° The ineffi- 
ciency became manifest, however, in the 1970s. 
To cite a few examples: large adjustment of 
investment and production within the machinery 
industries was unsuited to the state of the same 
industries in 1978, for the weight of their 
output in total industry had come closer to 
the developed country level and the number of 
enterprises in industries was now more than 
100,000 units. A turn to a policy of marginal 
adjustment must then have been on the agenda. 
Interdependence among these enterprises was 
limited even though most of them started as 
comprehensive and vertically integrated firms. 
In 1978, only 20% of the enterprises under the 
jurisdiction of the First Machinery Industry 
Ministry were buying from outside the parts 
and components or production processes 
required for making complete products. The 
structural change in agriculture occurred 
largely because the production of food grains 
and other main agricultural products came to 
depend significantly upon the purchased agri- 
cultural inputs and machinery with an industrial 
origin. 
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4, SUPPORT FROM THE CHINESE 
SUB-MODELS 


There were four conceivable Chinese sub- 
models that worked well in combination with 
the Stalin model; they are described in the 
following four theses: 


(1) Production teams, the basic units of the people’s 
Commune, were organized in the same geographical 
areas where traditionally natural villages or their 
neighbours had been located, and taking the families 
residing in these areas as the team members. Such 
production teams were capable of utilizing mutual 
trust among the traditional villagers, and their 
community-type solidarity was an essential organi- 
zational element of the production teams. 


The favourable effect of this ‘Chinese sub- 
system’ upon the rural economy is exemplified 
by similar Japanese experience. The community 
solidarity of the natural villages in Japan was 
exhibited most clearly in the activities of the 
so-called ‘minor cooperatives’ which were 
organized all over the country in the early 1920s, 
with individual natural villages (called buraku, 
distinct districts below the administrative towns 
or villages) taken as units. Their activities ranged 
over (1) joint purchase and joint utilization of 
newly introduced farm machinery and equip- 
ment, such as electric or oil pump sets, motorized 
threshers and even power tillers, (2) joint farm 
operation and protection, especially in connec- 
tion with innovative production methods, and 
(3) joint purchase of current inputs and joint 
marketing of farm products.” Without such 
community solidarity, organization of these 
types of joint undertakings of individual farmers 
(or even before that, the organization of the 
minor cooperatives themselves) would have 
been difficult. For individual farmers were 
likely to feel unsure as to whether the fruits of 
the joint operation of joint investment would 
be distributed among them according to the 
savings they had contributed to the joint under- 
taking. Comprehensive organization of the 
minor cooperatives itself was not seriously 
considered. In the system of production teams 
in China, labour remuneration was determined 
according to the mixed principle of payment 
for work and payment for needs. When there 
was no community solidarity among the team 
members, there arose a possibility that even 
for ordinary farming operations by members 
on the collectively run farmland, all the members 
chose to work lazily. Joint investment was also 
disliked and not pursued. (This represents, in 
pure economic theory, the case of ‘prisoner’s 
dilemma’ first postulated by Amartya Sen.'”) 
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In China, however, as far as production for 
self-provisioning of the production team 
members was concerned, community-type 
solidarity among the members worked well 
for bringing about joint undertakings, thus 
preventing the occurrence of ‘prisoner’s 
dilemma’ circumstances. 

In this connection, a question may be 
raised as to whether in rural China the com- 
munity solidarity of the traditional natural 
villages remained in operation in the pro- 
duction teams, as it evidently did in the buraku 
of Japan until at least a few years ago. As far as 
one can check with the evidence, it certainly 
remained in rural Guangdong,’? but did not 
exist in rural Heilongjiang." One may surmise 
that more generally it remained in the wider 
area of Southern China but not in the Northern 
regions where the village communities had been 
destroyed by the invading non-Han races from 
the northern inland as early as the 10th century. 
However, it is not necessarily valid to conclude 
that where there was no traditionally based 
community solidarity there was no community- 
type solidarity of any sort. Even if a farming 
group is organized, say, by government regula- 
tion in a small local area where information 
about each person was almost complete, and if 
all the members came to realize that the ego- 
tistic behaviour of individual members eschewing 
community-type solidarity would result in the 
disaster described by the case of prisoner’s 
dilemma, it is likely that they would come to 
agree to act in such a way as to avoid such 
disaster. This would be true where it was 
not possible to act in the same way as if tradi- 
tional community solidarity existed. 


(2) If and when the responsible party or govern- 
ment officials (cadres) of the people’s Communes, 
districts and/or hsien behaved unselfishly and in- 
discriminatingly and trusted the cooperation of 
the common people (masses) in the locality, it 
was possible for mutual trust between the cadres 
and masses to emerge, and on that basis it became 
possible to initiate local undertakings and pro- 
jects utilizing surplus labour and surplus materials. 


The relationship between the cadres and 
masses relevant here can be regarded as one 
between the cadres who were anxious to have 
agricultural production of production teams 
for marketing substantially increased and the 
masses who feared the loss that would be 
inflicted by following the cadres’ guidance or 
directives. What would happen if mutual 
distrust between the two prevailed? Two 
examples from actual cases might be suggested: 

First, 16 the cadres in many localities (who 
had to secure a certain minimum quantity of 
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the marketed food grains) felt insecure when 
only the compulsory procurement plans of 
food grains were transmitted to the production 
teams. They therefore issued detailed product- 
by-product sowing plans and, moreover, cen- 
tralized many of the decision-making powers 
for routine farming operation, causing ‘absen- 
tee control’. If the production team members 
were free to make any decisions regarding the 
management of the team with the only con- 
straint being set by the compulsory procure- 
ment plan, it would have been possible for 
them to achieve the plan target efficiently 
and to devote the rest of the time to various 
non-food grain production activities, thereby 
obtaining a significant amount of net 
revenue. However, if action of the cadres had 
been as indicated above, it might have become 
more profitable for the production team mem- 
bers to limit their effort on the collective pro- 
duction of food grains, and then to go out of 
the teams to seek for temporary off-farm 
employment. Here there was a strong likeli- 
hood that the case of ‘prisoner’s dilemma’ 
would arise. 

Second,'” when the additional increase in 
the marketable output required prior execu- 
tion of irrigation and drainage projects with 
the scope of the commands wider than the 
area of individual production teams or brigades, 
the cadres might have felt compelled to appeal 
to the local masses for participation using the 
surplus labour and surplus material under their 
command. However, where these cadres were 
not trusted by the masses, it is likely that the 
production teams would not have responded 
favourably to the cadres’ appeal, or even if 
they did, that the quality of the completed 
project would be inferior. This is another 
theoretical case of prisoner’s dilemma. 

The incessant exhortation by the Chinese 
leadership to ensure the local cadres’ selfless 
attitude, and the practice of the ‘mass line’ 
was not simply an appeal based on idealism. 
It was also motivated by the necessity to 
avoid the occurrence of cases of ‘prisoner’s 
dilemma’ and to convert otherwise unused 
surplus labour and surplus material into pro- 
ductive wealth. 


(3) Under conditions in which the production 
capacities of those state industrial enterprises 
under centralized investment allocation were 
not sufficient to satisfy the entire demand, in 
particular local demand, a policy of liberalizing 
tights to establish local industries which used 
local resources with low opportunity costs (and 
which catered to local needs) played a useful role 
in achieving overall efficiency of resource use. 
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While the policy of encouraging local indus- 
tries was first initiated during the Great Leap 
period (1958-60), it was discontinued there- 
after and revived only after 1966. In the early 
1970s it contributed to creating a fairly com- 
prehensive and balanced system of local indus- 
tries in each individual province with the 
ultimate aim of provincial self-sufficiency in 
agricultural producers’ goods. The scope of 
operation comprised the hsien-run, district- 
run and sometimes provincial-run state enter- 
prises as well as some enterprises run by the 
People’s Communes and brigades. Three points 
may be noted. First, the construction of local 
industries was very labour-intensive. Equipment 
was universally of small size and inexpensive. 
Often recycled equipment could be used. The 
most decisive advantage from the national 
economic point of view, however, lay in the 
fact that surplus local resources could be brought 
into active use in the construction and later the 
production process of local industries by means 
of the pump-priming effect of a small amount 
of centralized funds and resources which never- 
theless involved high opportunity costs. We can 
say that the investment inducement effect of 
this centralized investment was very large. 
Second, the establishment of local industries, 
especially of hsien-level enterprises, was not 
conceivable without the strong leadership 
displayed by the local party and government 
officials. As the establishment of local enter- 
prises was largely an affair determined singly 
by the local leaders, there was not here any 
game-theoretic situation.’® Third, in most of 
the local factories and local industries, pro- 
duction costs were necessarily higher than the 
officially set ex-factory prices. However, this 
in itself did not mean that these factories were 
inefficient, as often claimed. The ex-factory 
prices were set by choosing the average cost of 
the most marginal enterprise in the central state- 
enterprise sector. As the establishment of local 
industries was encouraged to offset some of 
the excess demand for the products of the 
central state enterprises, it was natural that the 
price which equilibrated demand and supply 
was higher than the marginal cost of the central 
state-enterprises. 


(4) All over the modern sector a policy of ‘full 
employment with low wages’ was enforced, and 
the Labour Office in each locality became an 
agency enforcing this policy,?® which provided 
urban workers with an inducement to endure 
persistently low wages for longer periods than in 
cases where such a policy did not exist. 


The policy of assuring full employment to 
the urban workers in this manner does not 
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seem to have been adopted in Eastern Europe. 
This might have been due to the employment 
situation in these countries where the urban 
labour force was fully employed and no serious 
problem of unemployment remained. On the 
other hand, there was in China already a con- 
siderable degree of urban unemployment in the 
First Five-Year Plan period. The policy of ‘full 
employment with low wages’ was institution- 
alized with the aim of coping with this situation. 
Even after that period, the urban unemployment 
problem potentially existed in the sense that if 
the very tight control over the rural—urban 
population movement was ever to be relaxed, 
the problem would worsen. 1 The above policy 
might be considered simply as one to cope with 
such potential unemployment; it had, however, 
a different implication which came from the fact 
that the same policy contained elements of 
traditional Chinese employment practice of a 
paternalistic, non-contract type. The employed 
persons under this policy would have felt more 
secure than under ordinary measures for pre- 
venting unemployment. 

Two comments on the above Chinese sub- 
models are in order. First, with regard to the 
traditional Chinese institutions and practices 
which provided the foundation of some of 
the above sub-models, it should be emphasized 
that they contain not only those favourable 
elements which could be transmitted to the 
new system to be utilized positively as in the 
above sub-models. They contain at the same 
time those unfavourable elements which had 
been criticized before as ‘feudalistic elements’ 
and which could play potentially and actually 
a harmful role for planned development. When 
we separate from the traditional Chinese institu- 
tions and practices each of these favourable 
elements and relate them to the Chinese sub- 
models, we are in fact assuming that the un- 
favourable elements were effectively controlled, 
largely by the ‘mass’ education and the discip- 
linary training of the party members along the 
lines of Maoism. 

Even with regard to these four sub-models, 
as in the case of the Stalin model, there were 
problems of whether or not they were them- 
selves congruent with the underlying economic 
structure. Most were congenial to the economic 
structure of a low development level in the rela- 
tively early phase of the People’s Republic and 
thereby contributed as much to accelerating 
economic growth as the Stalin model alone could 
have achieved. More specifically, sub-models 
(1) and (2) were obviously congenial to a 
Chinese agriculture with a predominantly sub- 
sistence structure. Sub-model (3) did fit well 
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with the industrial structure where the weight 
of the large-sized, high-technology sector was 
still small. Sub-model (4) was congenial at a 
stage where the steady rise in per capita dis- 
posable personal income was still the task for 
a distant future. With the inevitable changes of 
such an economic structure, the role of these 
sub-models became problematic — necessarily 
so. 


5. REFORM PLANS OF THE NEW REGIME 


Turning to the problems of the economic 
system reform of the Deng regime, I first point 
to past experience of reform in the East Euro- 
pean countries. Three points may be made. 

First, leaving aside the so-called model of 
‘market socialism’ of Yugoslavia (in which 
individual state enterprises enjoy autonomy 
in management decision-making), the major 
alternative model to Stalin’s which was available 
just after Stalin’s death was, to use W. Brus’ 
phrase, a ‘centrally planned economy with 
regulated market mechanism’ (or in short, a 
‘decentralized model’).2? In contrast to the 
Stalin model, the characteristics of such a 
decentralized model may be summarized as 
follows: (1) The central plan is confined to 


the macroeconomic determination of the 
national saving and investment ratios, the 
allocation of national investment among 


the major sectors, the outputs of major com- 
modities and some other major economic and 
financial variables. (2) The main performance 
indicator of the state enterprises is limited to 
profit results. Other indicators of a directive 
nature are abolished. Decisions on current 
production and management are now made 
by the enterprise. Purchase of raw materials 
and selling of products are made through the 
market and by contracts. (3) Government 
exerts mainly indirect influence upon decisions 
made by the enterprises and individuals, using 
the instruments of price policy, taxation policy 
and interest rate policy. 

Second, except for Hungary, the decentral- 
ized model has now been turned back to a 
partially-revised Stalin model. On the one hand, 
constraints upon enterprises through indicators 
with a directive nature have now been relaxed, 
and the role of profit and sales as ‘success 
indicators’ has been strengthened. Price reforms 
have been carried out on the basis of a broadly 
uniform profit: asset ratio for ‘prices of produc- 
tion’ set by the centre. In agriculture, the com- 
pulsory delivery system has been now replaced 
by a system of marketing by contracts. However, 
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this ‘reform’ is not really comprehensive and 
consistent enough to be able to reactivate the 
enterprises and collective farms on the basis of 
a strengthened market mechanism. Many 
aspects of centralized, physical planning con- 
tinue to be in operation. Only in Hungary has 
the decentralized model survived, though with 
various revisions. 

Third, a variety of observations may be 
presented as to why the decentralized model 
has been turned back to a partially revised 
Stalin model. Three points may be referred to 
here: (1) Leaving aside the external opposition 
to the reform, the decentralized model was also 
opposed from internal sources, notably party 
and government officials who feared that the 
reform would deprive them of the existing 
power they had been able to hold within the 
administrative set-up of centralized, physical 
planning. Some workers in state enterprises 
also feared that the reform would threaten 
the ‘vested interest’ they had already acquired 
in the form of welfare and secured employment. 
(2) When there was severe tautness in the Plan, 
and the economy was in a state of seller’s 
market, it was difficult to expect real efficiency 
from the use of the market mechanism; the cen- 
tralized, physical planning was always likely to 
revive. (3) The decentralized model required a 
high level of sophistication in planning tech- 
niques in achieving proper combination of 
macroeconomic planning and market regulation, 
and such sophistication had not been shown in 
practice. 

That the original design of China’s economic 
system reform was along the lines of the decen- 
tralized model is evident in two authoritative 
documents. One is the article written by the 
President of Chinese Social Science Academy, 
Hu Qiaomu, in Renmin Ribao for October 
1978” and the other is the book of the Director 
of the Economics Institute of the State Planning 
Commission, Xue Mugqiao, Studies on the 
Problems of Chinese Socialist Economy 
(1974). The latter is more specific in indicat- 
ing the basic design of a desirable Chinese system. 
The scope of the national economic plan of a 
directive nature would be limited to determin- 
ing the major economic variables which more 
directly affect the direction of national econo- 
mic development. The determination of the rest 
of the variables would be dealt with in the plan 
only as targets of a projection nature, formulated 
by assuming the working out of the market 
mechanism and the law of value. If and when 
the economy deviated from the lines indicated 
in economic plans, then it would be controlled 
by the more indirect instruments of taxation 
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policy, price policy, material supply policy, 
government investment policy, and credit 
policy. It was proposed that the state enter- 
prises be provided with real decision-making 
power on production, marketing and enter- 
prise financing, so that their initiatives would 
be unleashed. In the People’s Commune sector, 
it was proposed that private plots and sideline 
production of the individual member families 
be allowed and restored, autonomy of the 
production teams be re-established, and with 
improvements in the present excess demand 
situation, the planned purchase and planned 
supply system of food grains and other main 
agricultural products might be abolished. 

Finally, some comment on the actual 
process of implementation of the reform plan 
up to the present seems in order. It has not 
been steady and uniform over various sectors. 
In the state enterprise sector, the reform plan 
was implemented in a small number of the well- 
established enterprises on an experimental 
basis and is of limited scope: experimental 
enterprises were merely allowed to retain a 
certain proportion of the realized profit for 
internal use under their own discretion, instead 
of surrendering almost all of it to the state.” 
However, in late 1980, under the impact of an 
inflationary situation which followed the 
increase in the budget deficit, further increases 
in the number of the experiment enterprises 
were stopped by acentral government directive. 
While since then there have been some renewed 
attempts at furthering the state enterprise 
reform, real progress to that end seems to have 
been negligible. 

On the other hand, the systemic reform in 
the agricultural sector has been going strong on 
two fronts: (1) separating the administrative 
functions of the area under the People’s Com- 
mune from the economic functions of the 
People’s Commune; (2) introducing a produc- 
tion responsibility system into the modus 
operandi of production teams. While the former 
is still in the experimental stage, the latter is 
already widespread and has exerted a profound 
impact upon the rural organizational set-up. 
Although precise information is still lacking, it 
is certain that the size of operation and in some 
cases that of management has become smaller. 
De facto collapsing of the production teams in- 
to family farms also appears to have been going 
on over wide areas of the country. 

As for the method of national economic 
planning, no change has yet been made with 
respect to the practice of centralized, physical 
planning.” In the process of enforcing measures 
for structural readjustment, a large number of 
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state enterprises in the heavy industrial sector 
(especially in the machinery industries) were 
forced to find consumers for their products 
by themselves, and accordingly the concept of 
‘market adjustment’ has been introduced by 
contrast with the concept of ‘plan adjustment’. 
For 1982 the importance of narrowing down 
the scope of the economy under the market 
adjustment tended to be stressed by the central 
planners. 


6. VARIOUS FACTORS AFFECTING 
FUTURE PROSPECTS 


Although one may wonder if the develop- 
ment of the economic system reform implies 
that China has been following the course of 
recentralization seen in the majority of the 
East European countries, our investigation here 
of the underlying factors affecting the viability 
of the economic system suggests that it is still 
premature to judge the final outcome of the 
reform. It is more relevant to view recent 
events as one phase of the trial-and-error pro- 
cess needed to assess the effects of each of the 
underlying factors,"® irrespective of whether 
those factors are perceived by the planners in 
the way described above. 

In what follows, five statements are made, 
linking underlying factors to proposed reforms: 


(1) Insofar as these economic spheres are those 
where the Stalin model had already lost its effective- 
ness in promoting further evolution of the economic 
structure, and had clearly become the sources of 
inefficiency, certain elements of the decentralized 
model must be introduced as part of an effective 
alternative. But their effectiveness seems to be 
conditioned by the degree of development in the 
economic structure and, in particular, the degree 
to which interdependence among the sectors and 
units of the economy has really increased. 


This statement seems to be applicable to 
those aspects of the economic reform which 
relate to the state enterprises and production 
teams having autonomy in management deci- 
sions as well as an enlargement of the domain 
under indirect planning in macroeconomic 
control. The autonomy in management decision 
becomes effective, however, only when the 
markets of products and factors have been 
firmly established. This is also the case with 
regard to the expansion of indirect planning 
using instruments of price, taxation and interest 
policies. The problem is to what extent the evo- 
lution of China’s economic structure achieved 
over the past thirty years has been suffici- 
ently deep and widespread in achieving a modern 
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system, so that the introducing of market 
mechanism into a wider sphere of the economy 
becomes really effective. It is not easy, however, 
definitively to answer this question: the inter- 
dependence among the machinery industry 
enterprises themselves increased considerably 
during the past thirty years, but the proportion 
of these enterprises under the jurisdiction of 
the First Machinery Industry Ministry (which 
buys the parts and processes) is currently only 
20%. In agriculture, while the proportion of 
the value of cash inputs to the value of final 
output in grain production increased during 
the 1970s, the absolute level is still very low, 
the marketable ratio of food grains produced 
has decreased over time, while the 1978 level 
was as low as 12% (excluding the foodegrains 
that were rationed back to the agricultural 
sector). More generally, we have to remember 
that whereas per capita GDP in 1978 in East 
European countries ranged from US$1750 in 
Rumania to US$5710 in East Germany, that 
of China for the same years was only US$260. 
The proportion of agriculturally employed 
persons to total employed persons in the same 
year ranged from 10.6% in East Germany to 
32.8% in Rumania, but it was as high as 73.8% 
in China.?? Although the precise degree and the 
detailed process are yet to be investigated, it is 
beyond doubt that the state of the economic 
structure thus exemplified will offer significant 
resistance to the attempt to introduce the 
market mechanism, at least to the extent 
observed in the East European countries, and 
probably more, due to the differences between 
China and Eastern Europe just cited. 


(2) Insofar as the product and factor markets in 
the economy are still more or less partitioned and 
in some local markets certain commodities are in 
short supply, the enterprises engaged in production 
of these commodities in short supply are not 
necessarily inefficient even if they are inferior to 
other enterprises in terms of relative production 
costs or profit rates, or other technical economic 
standards uniformly applied to them disregarding 
the dualistic market conditions. Selection of a 
certain portion of ‘five small’ industries would 
have to be made, in the final analysis, in terms of 
comparative marginal effectiveness of investment 
using the centralized funds with positive oppor- 
tunity costs. 


This statement refers to specific aspects of 
the issue taken up in (1). It questions the appro- 
priateness of the major criterion according to 
which selection was done for a considerable 
portion of the ‘five small industries’ campaign 
when it was discussed and enforced. I would 
point to the relative magnitude and duration 
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of the financial deficit that the individual 
enterprises incurred. The main area of large 
loss occurred in the ‘five small’ industries 
(altogether 2.2 billion yuan in 1980, of which 
‘small iron and steel’ occupied 0.9 billion yuan 
and ‘small chemical fertilizer’ 0.8 billion yuan) 
and is a great burdenontheeconomy.” Regard- 
ing great variance of the production costs as 
between ‘small cement’ factories, two factors 
are cited: the difference in effort for achieving 
efficiency and differences in objective condi- 
tions (e.g. availability of limestone, transport 
facilities, distribution channels).*+ The financial 
loss incurred from the first cause may be made 
a legitimate criterion for selecting such small 
industries for development, but the loss due to 
the latter should not, insofar as excess demand 
still exists and causes losses or windfalls un- 
related to effort. 

With the progress of local industrialization, 
the demand and supply situation of products 
and the availability of local resources with a 
low opportunity cost is liable to change. The 
tendency toward provincial autarchy which 
was touched upon previously has been insti- 
gated by the recent decentralization of financial 
power to the provincial government, and has 
accelerated this change. Conditions seem to 
vary significantly among the different ‘small 
industries’. It is desirable, as a first step, to 
investigate in each industry whether the supply 
from the state enterprises producing centrally- 
allocated commodities has come to satisfy the 
national demand, and, if the supply is found to 
be still short of the demand, whether the local 
enterprises have been competing with the state 
enterprises in the above category for scarce 
resources, including the centrally-allocated com- 
modities. 


(3) If it is proved that the role to be played by 
market adjustment is not very large due to the still 
underdeveloped market conditions, it is still neces- 
sary to look for systemic measures to supplement 
it. It seems important, for example, to examine the 
possibilities for the community-type solidarity in 
the production teams to continue to play a supple- 
mentary role, in this case, within the context of 
the decentralized model. 


It should be noted that community-type 
solidarity does not necessarily conflict with 
the market mechanism, and can sometimes play 
the role of strengthening the latter. The experi- 
ence of Japan is illustrative of the point. 
Community-solidarity of the buraku was 
exhibited in the buying and selling activities of 
the minor cooperatives through markets. This 
strengthened the community-solidarity further, 
which, in turn, facilitated market development 
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in the rural areas.*” If this Japanese experience 
has general applicability, then any policy 
measure which is likely to weaken the existing 
community-type solidarity might be carefully 
reconsidered. 


(4) Where it is not possible to expect market 
adjustment to play a significant role, it is useful to 
attempt to recover and strengthen the relationship 
of mutual trust between the government, enter- 
prises, People’s Communes, workers and peasants, 
and thereby to create the conditions where central 
government appeals for moral support will get a 
favourable response from local governments, enter- 
prises and the masses. 


The implication of this statement is parti- 
cularly important in the context of current 
political situation in rural China, where the 
introduction of various forms of the Production 
Responsibility System have been at issue. There 
seem to be a number of factors which were 
responsible for the advent of this system, in 
particular for the form of contracting produc- 
tion with individual households (baochan- 
daohu) or all-round contract with the household 
(baogan-daohu). First, there was the necessity 
to overcome the anarchic situation of the pro- 
duction teams relating to task assignment to 
individual members which have prevailed in the 
1970s; second, the need to recover losses and 
improve an incentive system for work; third, 
the organization of the production teams as the 
basic ownership units in some regions may still 
be too large in size and scope to be suitable at 
the present stage of productivity development 
— the need is to revise it toward a smaller size.°° 
More important here is another factor: the 
coercive attitude and corruption of rural 
cadres, fairly widespread in the 1970s, has 
caused the rural mass to distrust the cadres, 
which in turn has stimulated the production 
team members’ choice of the baochan-daohu 
and, in particular, baogan-daohu system within 
the general movement towards a Production 
Responsibility System. * 


(5) As the decentralized model is not effective 
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when the economy is experiencing excess demand 
conditions and if China still wants to have a high 
growth economy, some ad hoc measures may have 
to be devised. As one of them, some interim 
period may be usefully set in which a high growth 
rate is restrained while various component measures 
in the decentralized model are implemented, so 
that the conditions that are required for achieving 
high growth are created without bringing about a 
state of excess demand. Some special resources are 
necessary for operating a reform during such interim 
periods. A cadres—masses relationship in which the 


government’s moral appeals were favourably 
received would be helpful for proceeding with such 
measures. 


To refer to an example of such a possible 
interim measure: while China imported grains 
from about 1961 at a maximum level of 6 million 
tons, the level rose steadily after 1978 and 
reached about 15 million tons in 1981. This 
change in the trend of grain import corresponds 
to the period when the government publicized a 
policy enabling the farm population to ‘take rest 
and restore vitality’ (xiuyang shengxi); and for 
the enforcement of this policy large grain im- 
ports were deliberately made on a continual 
basis so that the output structure of agriculture 
(which has been too much geared to food 
grains) could be adjusted to a normal one with 
an appropriate emphasis on non-food produc- 
tion.” For the same purpose, increases in the 
amount of tax in kind on agriculture and com- 
pulsory procurement of main agricultural 
products were withheld. In addition, the 1979 
procurement prices of these products were 
substantially raised. The recovery of the pro- 
duction teams’ autonomy in management 
decisions, as well as the introduction of the 
Production Responsibility System, was made 
easier by these interim measures. On the other 
hand, the measures taken incurred a considerable 
cost in the forms of foreign currency expenditure 
and internal inflation. It seems urgent, therefore, 
to establish a viable rural system within a period 
in which the economy can afford to maintain 
such an interim period of ‘relaxation’. 


NOTES 


1. In this paper, ‘economic system’ is used as a 
generic term denoting all the institutions and organiza- 
tions of the economy. It determines ownership relations 
regarding various assets of the economy. It also deter- 
mines what organs, units or individuals are making 
decisions on production and management, carrying on 
the routine affairs on the basis of these decisions, and 
how these economic subjects are sharing powers for 
decision-making and implementation. It further 


determines how in this connection cooperation and/or 


competition is developed among these economic 
subjects. 


2. To be precise, the reform plan was adopted at the 
Third Plenary Session of the Eleventh Central Com- 
mittee of the CCP held in December 1978. 


3. In connection with the comparative analysis in 
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this paper, the following literature was most useful. 
Morris Bornstein, ‘Economic reform in Eastern Europe’, 
in JEC, US. Congress, East European Economies Post- 
Helsinki (1977); W. Brus, Problems of the Incipient 
Reform of the Economic System in the People’s 
Republic of China, Background Paper for the World 
Bank (September 1980); J. F. Karcez, ‘An organiza- 
tional model of command farming’, in M. Bornstein 
(ed.), Comparative Economic Systems: Models and 
Cases (Third Edition) (Irwin, 1974); K. E. Wadekin, 
Agrarian Policies in Communist Europe (London: 
Allanheld, Osmun, 1982). 


4. In this paper the term ‘economic inefficiency’ is 
used mostly in the sense of H. Leibenstein’s ‘X-ineffi- 
ciency’ concept. 


5. A Statistical assessment for the whole period 
- from 1949 to date which looks at macroeconomic 
growth and fluctuations is found in my ‘China’s 
economic growth in the PRC period — an assessment’, 
The China Quarterly (forthcoming issue). 


6. My chapter in S. Ishikawa (ed.), 1980-nendai no 
Chugoku keizai (The Chinese Economy in the 1980s) 
(Tokyo: Sapan International Affairs Institute, 1980) 
contains the essential documentation for these two 
examples. 


7. For the history of administrative decentraliza- 
tion, see Liv Suinien, ‘Problems of correctly handling 
the relationship between the centre and provinces in 
the economic system’, in Liu Guoguan (ed.), Guomin 
Jingjii Guanli Tizhi Gaiquo di Ruogan Lilun Wenti 
(Some Theoretical Problems concerning the Reform 
of the National Economy Control System), Zhongguo 
Shehui Kexuo Chubanshe (Peking: 1979). 


8. See also S. Ishikawa, ‘China’s food and agriculture: 
performance and prospects’, in Erwin M. Reisch (ed.), 
Agriculture Sinica (Giessener Abhandjungen Europais- 
chen Ostens Band 114), (Berlin: Duncker and Humblot, 
1982). 


9. Wong Yangxi et al., “Views on strategic problems 
in China’s agricultural development’, Jingji Yanjiu, 
No. 11 (1981); and Ding Shengjun, ‘On the position of 
grain in the development strategy of China’s agri- 
culture’, Jingji Yanjiu, No. 3 (March 1982). 


10. The analysis of economic fluctuation and its 
various implications is given in S. Ishikawa, ‘China’s 
economic growth in the PRC period — an assessment’, 
op. cit. 


11. S. Ishikawa, Essays on Technology, Employment 
and Institutions in Economic Development: Com- 
parative Asian Experience, (Tokyo: Kivokuniya, 1981). 


12. Amartya Sen, On Economic Inequality (Oxford 
University Press, 1973), pp. 94-99. The problem was 
discussed in the Chinese context in greater detail in 

_§. Ishikawa, ‘Personal income differentials in China 
and their underlying factors’, Ajia Keizai, Vol. 17, 
No. 6 (June 1976). 
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13. W. L. Parish and M. K. Whyte, Village and 
Family in Contemporary China (University of Chicago 
Press, 1977), ch. 15. 


14. Katsuji Nakagane, ‘People’s Commune and 
community’, in T. Shimakura and K. Nakagane (eds.), 
Jinmin-Kosha Seido no Kenkyu (Studies on the System 
of People’s Communes) (Tokyo: Institute of Develop- 
ing Economies, 1980), ch. 1. 


15. The solution is similar to the case of ‘conventions’ 
postulated by H. Leibenstein, in ‘The prisoners’ 
dilemma and the invisible hand: an analysis of intra- 
firm productivity’, American Economic Review, Vol. 
72, No. 2 (May 1982). 


16. Zhao Ziyang, 
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17. Ibid. 
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of Development Studies, Vol. 9, No. 1 (August 1972). 


19. See also the discussion in Statement 2 of section 
2 above. 


20. Sun Ping, ‘Why it is necessary to implement a 
tational low-wage system?’, Xuexi, No. 23 (1957). 


21. See S. Ishikawa, ‘China’s economic growth in the 
PRC period — an assessment’, op. cit. 


22. This paragraph was added to clarify my stand- 
point, in the light of the cordial criticisms made by 
Dong Fureng. He rightly pointed out that the Chinese 
tradition in some cases weakened the negative role of 
the Stalin model, but in other cases strengthened it; the 
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positive role of the Stalin model, but in other cases 
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more serious. Thomas Rawski also raised a similar 
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speedily realize four modernizations’, Renmin Ribao 
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Economic Growth in China, 1950-1982 
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Summary. — The Chinese economic cycle is both a cycle of accumulation and construction 
activity and a political cycle exercising its influence by trial-and-error methods and changes 
from voluntarist to pragmatic planning approaches. As a result of some excessive accumulation 
in the form of net investment in non-productive sectors, there was a lag in infrastructures like 
energy and transport and trade-off against consumption more severe than expected. Structural 
imbalances in the economy would have had to have been tackled after 1976, even if the volun- 
tarists had been in office. The eclipse of central planning supporters was of 1979-1980 duration 
only. Thereafter the line on ‘planning and the market’ became less enthusiastic as the concept 
of ‘market socialism’ faded. ‘Stabilization’ of the relative growth rates of heayy industry and 
light industry was compatible with both the programme of the Chen Yun reformers and those 
reluctant to give ground from ‘realistic plans’ to the ‘law of value’. In agriculture, the masses 
of small peasant proprietors rather than Party factions decided the shift to the new system of 
material incentives based on households. In this, weaknesses of Maoist practice in solving rural 
poverty played a role. Nevertheless, the left can defend collectivist ownership to some extent 


0305—750X/83 $3.00 + 0.00 
© 1983 Pergamon Press Ltd. 


by adopting a more reasonable programme than in 1966-1976. 


1. INTRODUCTION 


Attempts to promote higher living standards 
in a large, poor country such as China or the 
USSR necessarily involve considerations of the 
agricultural/industry balance; the dependence 
of rates of economic growth on the allocation 
of new investment funds to the capital goods 
sector; sectoral trends; the possible dangers 
involved in excessive capital accumulation rates 
for personal consumption; the effectiveness of 
investment and new technology. 

Serious planners, economists, bureaucrats, 
government officials, cadres and Party-branches 
have since 1979 increasingly paid attention to 
these questions in China, since they are part 
of the agreed Party objective of raising mass 
living standards. 

There are a number of ways these issues can 
be faced. One is to stress motivation not by 
material reward alone but by participation in 
decision-making, the need to pursue class 
struggle, and the drive for social aspects of 
socialism (such as egalitarianism). The other is 
a more technocratic approach. While favouring 
central plans, socialist orientation in distri- 
bution, social control over production, it seeks 
a steady growth of output as the primary 
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foundation on which social experiments can be 
developed.” 

It is, of course, theoretically possible to 
work out a growth model or planning model 
that can guide a technocratically inclined 
socialist government in achieving a growth path 
that will not cause too many bottlenecks or a 
fierce ‘trade-off? of economic growth against 
the living standards of the poorest in society. 
The purely technical side of this task was 
outlined in the work of Feldman and Gustav 
Groman in the USSR and Adolph Lowe who 
developed his ideas at Kiel in the early 1930s 
(later in the USA). Kalecki in Poland developed 
this tradition.? However, socialist economic 
planning in China, and indeed in the Soviet 
Union, has to encompass much else besides, 
while in practice the desired rate of growth 
of the economy or of living standards may be 
unattainable for unforeseen reasons. 

To explain this, some arguments will be put 
forward about the nature of the long-term 
economic cycle in Communist China and then 
the political reactions to it by the ‘voluntarist’ 
and ‘economistic’ factions will be discussed. 


* My thanks to Peter Nolan for systematically help- 


ful comments on an earlier draft of this article, and to 
Professor Shigeru Ishikawa for making available Table 
1 from a recent publication of his in Japanese. 
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2. THE ECONOMIC CYCLE 


The primary concern of the planner or 
technocratic economist (and an important 
part of the story, if not all of it) is the move- 
ment of production and capital accumulation. 
These are shown in Tables 1—3. 

Table 1* shows yearly growth paths and 
annual growth percentages for main indicators 
in various socio-economic phases defined 
(following Ishikawa’s suggestion) as pre-Cultural 
Revolution (I), Cultural Revolution (II) and 
Economic Reform period (III). The most 
striking trough is 1960—1966, reflecting the 
bad agricultural seasons and some dislocations 
caused by the Great Leap Forward. A second 
trough covers the peak Cultural Revolution 
period of political debate accompanied by a 
reduced interest in investment effectiveness 
and maximizing outputs. The industrial output 
figures for this period are thought (by Ishikawa 
and other observers) to be exaggerated to the 
extent that they may include articles rejected 
for reasons of poor quality by consumers. 

Leaving aside the troughs, Table 1 also 
shows that phases I and II featured a steady 
growth of agricultural and industrial output 
which fed 400 million persons and transformed 
the structure of production, thereby achieving a 
modern heavy-industry sector. It should also 
be noted that in this phase, ‘infrastructure’ 
was by no means neglected, since China’s 
definition of industry used here included 
electricity, gas and water supply in addition 
to manufacturing. In phase III, the infra- 
structure lagged as a result of the neglect of 
electric power developments in particular. 

The third phase, or the period of major 
economic reforms, achieved high growth 
rates in the first few years but, it may be 
argued, these results could have been of the 
‘once-for-all’ type associated with the unleashing 
of initiatives after any economic reform. 

Looking at agricultural trends, it should be 
remembered that land-saving and labour-using 
technical variants were widely adopted in 
pre-Cultural Revolution phase I. The type of 
capital investment backing these technologies 
was often of the kind the Chinese call ‘accumu- 
lation’ by which they mean accumulation by 
labour. The concept includes irrigation works, 
flood-control projects and accumulation of 
farm-yard manures. These were usually carried 
out, in this earlier period, by voluntary labour 
of cooperatives and communes. In the later 
phases of the development path (II and III), 
investment in agriculture changed its character 
and came to mean modern and large-scale 
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engineering works for pumps, tractors, mechani- 
cal threshers, chemical fertilizers and pesticides. 
Land cultivated may have decreased a little, 
but the capital investment of phases II and III 
resulted in significant yield improvements 
per hectare planted. 

It is to Professor S. Ishikawa that we owe 
an explanation for the shape of the overall 
fluctuations in GNP, national income and 
investment implied in Table 1 and the graphs 
that can be drawn from it.° 

Apart from fluctuations caused by a ‘political 
trade cycle’ (i.e. sudden changes in planners’ 
and politicians’ minds on priorities, or use 
of trial-and-error methods on a large scale), 
Ishikawa has identified equipment and con- 
struction cycles within the overall cycles. The 
first cycle, 1952—1962, he explains by the 
capital construction and equipment investment 
effort occasioned by the introduction and 
diffusion of Soviet aid to China in this period. 
Soviet technical aid embodied technology of 
vintages 1940 and 1960. The second cycle is a 
construction cycle for 1962—1978 using the 
same kind of technology, now copied by the 
Chinese. The second cycle may have also been 
stimulated by waves of technology imported 
during 1962—1965 and 1973-1976, although 
on these occasions they embodied foreign 
technology which was not as massively copied 
and diffused as in the case of the Soviet aid. 

The political trade cycle, however, seems to 
have been even stronger than construction 
changes in its overall effect on the total eco- 
nomic cycle, presumably distorting the more 
technical cycles and compounding their effects. 
Such a political trade cycle also influenced 
the fluctuations in investment which we see in 
Tables 2 and 3, although these investment 
cycles do have technical aspects as well. 

After the Cultural Revolution the question 
of the future of the Chinese economy was 
widely canvassed. It was broadly agreed then 
that two technical factors and one ‘social 
relations’ factor would be operative. The 
first two were the productivity achieved in 
agriculture and the ability to absorb foreign 
technology. The social relations aspect was 
whether deep changes in motivation of peasants, 
workers and managers set in train by Mao with 
his slogans of ‘fight self’ and ‘grasp revolution 
to promote production’ would take deep root 
and have favourable effects on production. 

Analogously, a judgment about the future 
course of the Chinese economy over the years 
1980—2000 will be some mix of technical 
factors and ‘social relations’ considerations. 
To explain it is necessary to consider further 
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Table 2 
(6) 
Rate of 
(3) increase 
Average rate (4) (5) of labour 
(2) of growth of Average rate Rate of productivity 
Percentage industrial and of growth of increase in enterprises 
of accumulation agricultural national of financial owned by the 
(1) in national production income revenue whole people 
Period income (%) (%) (%) (%) 
1st 5-Year Plan 
(1953-1957) 24.2 10.9 8.9 11 8.7 
2nd 5-Year Plan 
(1958-1962) 30.8 0.6 -3.1 0.2 -5.4 
Period of Readjustment 
(1963-1965) 22a 15a 14.5 14.7 23.1 
3rd 5-Year Plan 
(1966-1970) 26.3 9.6 8.4 7 25 
4th 5-Year Plan 
(1971-1975) 33 7.8 5.6 4.2 -0.3 
5th 5-Year Plan 
(1976) Sula SH -2.3 -4.8 -8.6 
1977 B23 10.7 8.3 12.6 Sol 
1978 36.5 IDES 123 282 12S 
1979 33.6 8.5 6.9 -7.9 6.4 
Source: Peking Review (23 March 1981). 
Table 3. Changes in the accumulation rate in different periods (in percentages)* 
Average rate of Approximate range of 
accumulation fluctuation 
(rate.of investment) Lowest Highest 
Ist FYP Period (1953-1957) 24.2 23 26 
IInd FYP Period (1958-1962) 30.8 10 44 
The 1963-1965 Period IT 18 oF 
IIIrd FYP Period (1966-1970) 26.3 21 33 
IVth FYP Period (1971-1975) 33.0 32 34 
The 1976—1978 Period 33.4 31 37 


*For figures, see People’s Daily (15 May 1980), p. 5; Social Sciences in China, English ed., No. 2 (1980) pp. 
193-198. ‘i 


the ‘social relations’ which operated in phases ‘sowing is transformed into reaping; reaping 
II and III of the Chinese economic cycle. is transformed into sowing. Spring, summer, 
autumn and winter are transformed into one 


another’.” But for Mao progress was the result, 
3. ‘CLASS STRUGGLE’ IN CHINESE even if there is chaos: ‘the appearance of 


POLICY DEBATES disorder contained within it some favourable 

elements’, as it will lead to ‘order’ on a higher 

During the Leap Forward, Mao wasconcerned level.’? Another Maoist economist put it this 
with speeding up the pace of economic growth. way too, stressing ‘spiral progress’ to socialism.® 
At his second Chengdu talk he characterized As is well known, deep concern about ‘chaos’ 
the overstrained pace of development of the and a determination to achieve ‘great order’ 
Great Leap as follows: ‘while one wave hasnot dominated official thinking in 1978 and there- 
yet fallen, another rises in turn; this is the unity after, while notions of ‘wave-like’ movements 
of the opposites’. The Great Leap was a ‘wave- or ‘spiral progress’ have been savagely criticized. 
like form of progress’, illustrated as follows: The reassessment of the history of the Chinese 
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Communist Party (CCP) of June 1981° is full 
of this distaste, a reaction which led eventually 
to the assessment that there was a rupture in 
Mao’s thinking on economic and social questions 
after 1958. This is hardly surprising. At the 10th 
Plenum of the 8th Central Committee meeting 
of September 1962 Mao had already come into 
conflict with that liberal-technocratic group 
around Liu and Deng that has controlled 
economic policy since 1978. 

During the Cultural Revolution there was an 
official policy of ‘grasping revolution to promote 
production’. Both ultra-Lefts and Mao’s critics 
often forget this. The workers’ innovation 
movement and mass campaigns based on 
ideological motivation were not designed 
merely as exercises in talking, but as motivating 
forces for accelerating the rate of economic 
growth in all sectors. It was Michal Kalecki’s 
‘u’ factor (investment by workers’ initiative) 
that was relevant here. 

Since 1976 the objective of changing/ 
improving social relations in the short-run 
between groups (peasants and workers) has had 
a low priority. Those parts of Maoism related 
to ‘changing human nature’ and ‘developing a 
new socialist man’ appreciated by such Western 
writers as J. G. Gurley, Jack Gray, and Neville 
Maxwell seem to have been consigned to a 
lesser role. The ‘human factor’, which was 
added to the usual growth and planning equa- 
tions, has partly dropped out. Kalecki’s ‘wu’ 
factor has been relegated, in the minds of some 
planners (though not of the President of the 
Chinese Academy of Social Science), to merely 
saving waste, better repair of machines and 
workers’ suggestions, thereby losing its wider 
implications. Developments which western 
observers found new and appealing have been 
systematically wound down: barefoot doctors 
have been told to get shoes and higher skills; 
tertiary students have been told they may be 
exempt from labour (except where the school 
can use the proceeds of the sale of things 
produced by student labour to become self- 
sufficient); and a ‘peasants first’ policy has lost 
its egalitarian underpinnings. In their place 
have appeared a reassertion of Chinese tradi- 
tional values about hard work and in favour 
of self-interest, frugality and self-sufficiency 
(in schools and welfare institutions as well). 
Such ideas are, of course, familiar in the West 
in the writings of Samuel Smiles, Mrs. Thatcher 
and Milton Friedman. 

What needs to be pointed out here is that 
the apparent official disillusionment with an 
emphasis on social relations is not only a 
political issue of attacking a key tenet of the 
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‘Gang of Four’, or even just a renewed interest 
in a doctrine of ‘productive forces first’. It 
clearly implies an abandonment of the drive 
to egalitarianism with which any such ‘new 
man’ approach must be linked. In this, dis- 


‘appointment with results of Maoist practice in 


relation to narrowing regional and income 
differentials and abolishing poverty have played 
a role. 

Some examples are: 

(a) such a basic need as adequate access 

to drinking water had not been delivered to 

40 million people as of 1980;'* 

(b) only 4.2% of children in the appropriate 

age bracket were enrolled in middle school 

in the 1970s;'° 

(c) during the Cultural Revolution, 100 

million peasants still received less than 150 kg 

of grain ration, when it was known that the 

national ‘mean’ had been 163.5 kg in 1960 

(it subsequently rose to 173.5 kg in 1972);!* 

(d) according to official estimates in 1980, 

about 100 million peasants were subsisting 

on state relief, while one in ten peasant 
households and 200 counties had a mean 

per capita income no higher than in 1949.15 

These trends would seem to indicate that 
against the undoubted positive policies of 
Maoism in certain areas such as health services, 
industrialization of the country areas by 
downward transfer of technology, diffusion of 
appropriate technology, we have to put the 
continuance. of undemocratically imposed 
planning norms, and the persistence of large- 
scale poverty at the bottom of the rural income 
pyramid up to the present time. 

The gap between rhetoric about ‘narrowing 
the three great differentials’ between agriculture 
and industry (though not between areas within 
the rural sector),1° pushed in periods of Leftist 
revolt against bureaucratization of the revolu- 
tion, and what was actually achieved, allowed 
Deng’s technocratic line to gain plausibility 
and legitimacy in wider circles than the top 
cadre. It meant that Deng could claim to have 
done more to raise the incomes of many 
peasants at the bottom income level in the 
poorest counties simply by moving the terms 
of trade in favour of agriculture, than Maoism 
had been able to achieve over 25 years. It 
meant that the ground was prepared for new 
household-based agricultural policies (San Zi 
Yi Bao) for poor areas that were not accumu- 
lating surpluses. It meant that the encourage- 
ment of private plots, even in urban areas, 
would take off once a new Official tolerance of 
small peasant proprietorship became known to 
farmers. 
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After 1976 the four modernizations took 
pride of place in plan efforts, so ‘reducing the 
three great differentials’ was postponed. The 
key to poverty relief was now seen to be in a 
long-term growth of real product per man 
hour. Above all, modernization as a goal meant 
that the transformation of productive forces 
was seen by many political leaders to be a 
pre-condition for transforming social relations 
by first raising income levels, although the way 
in which higher consumption would transform 
social relations has been left vague in political 
ideology since 1978. 


4, ‘PRODUCTIVE FORCES’ VS ‘SOCIAL 
RELATIONS’ IN CHINA: PRAGMATISM 
AND VOLUNTARISM IN PLANNING 
POLIG@Y 


At the time of the 1960s Sino-Soviet dispute 
about ‘peaceful co-existence’, it was not difficult 
to find quotations from both the USSR and 
China enthusiastically supporting peaceful co- 
existence between systems, though both sides 
accused the other of foreswearing it.!7 Card- 
board cut-outs of both sides’ positions did 
exist: similarly with the ‘productive forces’ vs 
‘social relations’ debate in China after 1976. 
For example, in relation to the USSR, it had 
already been the case that both moral and 
material incentives were harnessed by govern- 
ment officials, party cadres and managers. 
There was never a complete reliance on one 
rather than the other form of incentives, 
although the use of piece-work rates in the 
USSR always meant the amalgam was tipped 
more in favour of material incentives. Despite 
what is often thought, Mao emphasized the 
need to develop the productive forces’® while 
it was Liu Shao-qi who said that ‘on the basis 
of increasing production, and taking into 
account the need, effort should be made to 
improve step by step, the workers’ material 
and cultural life’. However, it was Liu and 
not Mao who said: ‘under socialist conditions, 
he who devoted his mind to working for 
personal benefits will never achieve them. He 
who devotes his mind to serving the people 
will achieve personal benefits also’.2° This 
point is made because some interpreters see the 
new line on material incentives as reflecting a 
class takeover by capitalist roaders in collusion 
with small peasant proprietors unleashed by 
the new ‘responsibility system’ in agriculture. 
This ‘transformation of the social relations’, 
however, only exists in the minds of those who 
link the struggle over ‘productive forces’ and 
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social relations with each other, and not with 
class struggle. 

The real content of China’s debates and 
practice can be assessed in part by querying 
whether there ever was a consistent push of 
‘social relations’ (class struggle) over ‘productive 
forces’. In reality no sharp dichotomy existed 
in practice, or for long periods, between policies 
geared to continuing ‘class struggle’ and those 
based on planning and economic growth — 
the supremacy of the forces of production. 
Such a sharp dichotomy is largely a fiction 
promoted both by a relatively few ideological 
pronouncements of a small group of Leftists, 
and the considerable ‘frame-up’ of the ‘Gang 
of Four’ pursued after 1977, in which their 
views were caricatured by government and party 
polemicists. What there existed in practice (and 
this can be seen from the statistics quoted in 
this article) was a changing set of objective 
conditions which produced an inevitable sub- 
jective response. Thus, from 1959 to 1964 
there was an increasing awareness that while 
‘moral incentives’ would assist in making the 
rationing system work, the dwindling grain 
supply which made that rationing necessary 
would have to be solved by technical inputs, 
organizational rearrangements in agriculture 
and the restoration of rural fairs. After 1970, 
the high costs of a low international trade 
turnover were met by increased trade and 
overseas commercial contact. After 1977, 
serious structural imbalances in the economy, 
especially between wage-goods production and 
heavy-industry production, led first to a rise in 
the investment rate, later to a sharp cut in 
the rate of accumulation and then to ‘eco- 
nomic reforms’ aimed at raising the overall 
effectiveness with which resources were used, 
especially as investment inputs. 

Conversely, failures or perceived failures of 
Mao’s economic policies and actions on poverty 
relief plus mistakes in left leadership paved the 
way for the present reforms. This is why Chen 
Yun as well as China’s leading economists of 
today can support” not only a reduction in 
the overall growth rate and the decrease in 
expansion of heavy industry, but also ‘cut- 
backs and restrictions on capital construction, 
a readjustment of the internal structure of 
production, and acceleration of housing con- 
struction, a lowering of production costs and 
a reduction in enterprise losses’. All of these 
measures aim to stabilize the economy. They 
might raise consumption standards. Whether 
they will eliminate structural crisis in the 
balance of the economy and future economic 
cycles will depend on how the basic causes of 
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the cycle are perceived and handled. If left 
to technocrats and planners alone, a better 
investment programme might be designed, but 
it is hard to see it being immune to Party inter- 
ference and pressure from below, while the 
dangers of neglecting infrastructure investments, 
even from the standpoint of ‘effectiveness of 
investment’ are considerable and will require 
the most careful handling. What is not clear 
in this kind of advocacy is an account of how 
China will go from ‘more consumption’ (albeit 
a modest jump) to transformation of social 
relations in a socialist direction. 

The decade of the 1970s had opened with 
serious disagreements about industrial policy 
and contracted output in some sectors (includ- 
ing a loss of 20 million tons of steel production 
in 1974-1976). Up to 1975 the Left, while 
including a range of technocratic plannin 
problems in its strategies, was still arguing” 
for gradually increasing priority to be given to 
changes in ‘social relations’ even if the degree 
of direct participation above the level of the 
workshop in practice was limited. They did not 
undermine in a serious way the commodity 
system and monetary-based exchange, or 
status differences in enterprises. Rather, the 
decade of the 1970s ended with the status quo 
in all these matters largely consolidated. The 
factory general manager has authority over the 
use of enterprise assets, and is responsible for 
welfare, discipline and technical operations. 
He also represents the enterprise on outside 
bodies. While trade unions as representatives 
of workers have been revived as participants in 
factory decision-making, they have a minority 
of advisory directors. A ‘representative’ principle 
has replaced the ‘participatory’ principle of the 
etite 

The aim of this was (a) to eliminate worker 
opposition to higher norms needed to raise 
productivity, (b) to strengthen the quasi- 
market system of enterprise competition, 
which would be hampered if decisions about 
pricing, investment and profits had to await 
the approval (and discipline) of mass meetings 
of blue-collar workers. 

By eliminating an approach based on tech- 
nological determinism, Chinese socialists opened 
up the question of the political context of the 
process of a changing social division of labour: 
control of the labour process and the political 
objectives which motivate the accumulation 
process are part of a government’s political 
outlook. Kalecki made the same point in 
relation to his ‘government decision function’ 
curve. Chinese leaders since 1976 have gradually 
dismantled the previous relatively democratic 
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mass-decision-making process in factories”® 


and gone back to a hierarchical style of manage- 
ment of industrial enterprises, although minor 
reforms such as election of group chiefs and 
workshop leaders are now being introduced. 
‘Moreover, the demise of ‘barefoot engineers’ 
who used to diffuse minor innovations, means 
that attempts to increase Kalecki’s ‘wu’ factor 
by participation of workers will be less success- 
ful and result in a lower growth of potential 
production. In rural development programmes, 
the communes’ role seems certain to be largely 
replaced by contracting enterprises hired to 
build social overhead capital and by the bur- 
geoning ‘household responsibility system’, 
neither of which is designed to lead to parti- 
cipation of rural workers in rural development 
programmes. In China today, there is nothing 
like the popular science movement in Kerala or 
even some of the participatory rural schemes of 
Colombia and Thailand. 

This was, to a large extent, an overreaction 
against previous mass campaigns and ‘social 
relations first’? propaganda of the Left which 
had set in by 1979. The overreaction itself has 
been modified by events at the top levels of 
Party economic policy since early 1981, with 
the change to some recentralization and the 
calling of limited elections within factories. One 
should also mention the paying of more atten- 
tion to peasant livelihood and communal 
distribution problems as well as curbing cadre 
corruption. The political economy emphasis 
was firmly shifted after March 1981, however, 
to (a) provincial planning within a new Stalinist 
framework; (b) continuing and _ increasing 
discipline over the work force; (c) more power 
to factory managers; and (d) streamlining of 
central. plans rather than abolishing them. 
Market forces, while being encouraged, have 
not developed into market socialism but the 
reformers have some consolation in trends in 
industrial management and the amazing growth 
of spontaneous small peasant proprietorship in 
rural areas. 


5. REFORM OF INDUSTRIAL 
MANAGEMENT IN THE CONTEXT OF 
CENTRAL PLANNING: SURPLUSES, 
PROFITS, PROFITABILITY 


After 1978 there was certainly a drive for 
autonomy of enterprises to be extended. The 
view of the Chen Yun group was that ‘if enter- 
prises do not have a suitable amount of auto- 
nomy, then there is no point in talking about 
market regulation’. However, many central 
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controls remained within a decentralized 
Stalinist system, and were only slowly being 
removed. Even this process was halted by the 
Central Committee meeting of June 1981. 

Why are ‘reforms’ in relation to enterprise 
autonomy important as an indicator of trends 
in the ‘political economy’ of Chinese socialism 
(e.g. the degree to which there has been regres- 
sion to capitalist mentality and methods)? 
One obvious reason is that the specifica differ- 
entia of a socio-economic system is the way that 
an economic surplus is formed and extracted: 
the social-existence form of labour power.”° 
Industrial enterprises, which in China always 
transferred their profits to the State budget, 
have been a key source of the Chinese economic 
surplus which provides the collective invest- 
ment fund for re-investment in new industries. 
Any tendency towards a real widening of market 
forces-based recruitment of labour power to 
service industrial enterprises, with the new 
trends in the new wage system, would certainly 
strengthen and not merely modify the role of 
the law of value in influencing the contribution 
to surplus and the control of the distribution of 
that surplus by non-producers. While it is true 
that all socialist economies have to make ‘profit’ 
in the sense of ‘surplus’ to aid the state budget,”° 
there is still room for serious differences 
concerning how the decisions about that pro- 
cess are taken. Market decisions can be just as 
much outside direct worker participation in 
decisions as are vertical bureaucracies handing 
down plans from on high with little real con- 
sultation. 

However, the scope for more and increasing 
market freedom in China today is perhaps still 
problematic — the shift is still of the nature of 
a limited decentralization, and the shift itself 
has been of a zig-zag type. For instance, it 
would be possible, in relation to ‘industrial 
strategy’, to describe 1979 as the year of the 
concept of the economic reform, with 1981— 
1982 as years of consolidation of a number of 
firms into trusts, with their ministerial counter- 
parts included (the same kind of development 
occurred in the USSR in 1969—1972 and in 
Poland in 1958). While the changes in alloca- 
tion of resources as between heavy and light 
industry during 1979—1982 have been clear 
and consistent, the issues of democratization 
of management, autonomy and degree of market 
forces allowed have been taken up in a ram- 
shackle and pragmatic way. This perhaps reflects 
the zig-zags at the controls of the top planning 
agencies: the creation of a State Commission 
for Economics and Finance under Chen Yun 
in July 1979, a new State Commission for 
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Manufacturing under Bo Yibo in February 
1980, the replacement of Hua Guofeng by Zhao 
Ziyang as Prime Minister in September 1980, 
the removal of Yu Qiuli (for Yao Yilin) as 
head of the Planning Commission, and the fall 
of Kang Shi’en and Gu Mu from the Planning 
Commission in February—March 1981. 

It is still not possible, from a political 
economy standpoint, to be certain whether 
1982 was a year of pause before the economic 
reform in industry was deepened and continued, 
or a period of halt and reversal towards planning 
and controls for commodities originally destined 
for allocation by quasi-market forces. It appears, 
for instance, that by mid-1982, only 10% of 
the gross value of output of the state-influ- 
enced and industrial sector had been seriously 
adjusted to the reform. 

During the zig-zag period of 1979-1982, 
the earlier pro-market socialist advocacy of 
some economists (who nevertheless agreed that 
Stalinist economic planning had brought many 
benefits in the past) has been replaced by a 
political economy which insists on a combi- 
nation of plan, regulation and market which 
would have a different mix according to which 
sector of industry is involved. (It will be recalled 
that S. Vukmanovic-Tempo’s 1957 speech in 
Belgrade launching market socialism for Yugo- 
slavia made similar reservations, while the 
Hungarian economic reform of the late 1960s 
had a three-tier system of prices under various 
degrees of control, according to the type of 
commodity involved.) In a number of the 
1981—1982 China press articles (for example 
the People’s Daily editorial of 24 February 
1982) it was argued that planning and regu- 
lation will be needed for heavy industry and 
manufacturing exports, but can be relaxed for 
provincial-level industrial activity. 

This raises the problem of two areas of 
industry that are being more strongly affected 
by the new reforms in industry. They are rural 
factories and manufacturing which is linked to 
foreign trade. Under the previous regime (to 
1978), local industry had been expanding 
rapidly, especially in the 1970s. It was seen 


-as a source of inputs for agriculture and a 


means of obtaining surpluses for savings and 
investment for collectivist units in rural areas. 
Their future (e.g. the five small industries 
campaign and Mao’s horizontal economic 
zones of 1972—1973) is in some doubt, partly 
because Mao believed, in opposition to Deng, 
that local industry maximized participation 
in cooperative enterprises, providing a quick 
route to socialism and socialist man. The 
short-term profits of small industrial enter- 
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prises in local areas with almost a zero gesta- 
tion period could supply profits for longer-term 
investments with longer gestation periods, 
thereby putting short-term interests at the 
service of long-term interests. Or as Dobb put 
it with more academic precision in his 1960 
book, An Essay on Economic Growth and 
Planning, the Chinese investment selection 
methods of the peak Mao period 1958—1959 
‘may have the offsetting advantage of a shorter 
period of production, contributing to the 
growth rate via the compounding effect by 
shortening the time-lag of the process and 
having increments of investment at earlier 
dates’. 

Mao had envisaged that the high degree of 
popular participation involved in small industries 
would help in preventing bureaucracy, which 
was represented not as a political style but a 
fundamental bastion of class power. In 1965 
Mao had said ‘the officials of China are a class, 
and one whose interests are antagonistic to those 
of the workers and peasants’. The industriali- 
zation of rural areas would also in Maoist terms 
gradually reduce distinctions between industry 
and agriculture, mental and manual labour, 
and city and countryside. 

The new industrial reforms and the new 
criteria for investment choice being suggested 
tun counter to Mao’s vision of the central role 
of small industries in economic development 
and social change, although they are likely to 
be one area where market forces rather than 
bureaucratic control will rule in the future. It 
would seem, however, that the new techno- 
cratic consciousness about ‘effectiveness of 
investment’ will have a negative effect on much 
of the small-scale rural industries, involving as 
it does not only consideration of the impact 
of macroeconomic investment rates but internal 
choice within sectors. 

China’s manufacturing industries linked to 
foreign trade remain comparatively small. 
Their future is likely to be governed by the 
Law on Foreign Investment of 1979, joint 
ventures and the practice of export-promotion 
zones, To a great extent they will be marginal 
to the ‘commanding heights’ of the economy 
for the foreseeable future, although the social 
relations involved (more employment of women 
wage labourers, as well as use of technology 
from abroad embodying capitalist production 
thythms and wage relativities) are sure to pose 
problems for the Party in the political and 
ideological sphere, even if the economy will 
be benefiting. 

The main advantage of free trade zones is 
in being able to build up a sector which has 
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not kept up with others, posing the threat of 
structural disproportion. This is sector Ib — 
that producing machines to make consumer 
goods, an example of which is textile looms. 
This sector is ideally suited for foreign coopera- 
tion or for importing, as it then releases internal 
resources for productive real-capital formation. 
It would be foolish to deny that what has already 
happened in foreign trade-linked investment is 
a retreat into non-socialist political economy. 
However, China is still a planned economy and 
can switch its investment policies in the future, 
given the political will to do so. Already there 
are signs of a desire to cut back on the original 
programme for a large number of joint ventures. 

Since 1978 the reform of industrial enter- 
prise management has been taking place under 
conditions of accelerating inflation, which has 
forced a policy of financial rectitude (balanced 
budgets, reduction of money income pressures, 
more financial control through central budgets). 
Under these conditions, there is a tendency to 
assign to enterprise profits a key role (along 
with the issuing of savings bonds) in balancing 
state budgets. The pressure has been to seek 
higher profits (and reduced subsidies) in industry 
as contributions to budget income. This, in 
turn, has led to higher wholesale prices, to 
enable enterprises to retain profits for self- 
finance (as envisaged in the economic reforms 
giving quasi-autonomy) and take off some of 
the burden of delivering higher surpluses to 
the budget. To the extent that reduced sub- 
sidies from a higher level of retained enterprise 
profits make higher taxation less necessary, 
this helps the situation. But the inevitable 
results of relying on transfers of enterprise 
profits and granting more retained profits is 
the setting of higher and higher levels of whole- 
sale prices: inflation is the result, from the 
supply side. Not only that, but the turnover 
taxes have also been increasing (both as revenues 
for the budget and to balance supply and 
demand), adding to household burdens. As 
popular reaction against this amounts, it is 
possible to predict that any decentralization of 
fiscal control will be followed by a tightening 
of Communist Party control within economic 
units. Any losses in tax revenues from decen- 
tralization will accentuate the possibility of 
this sort of action being taken by the authorities. 


6. AGRICULTURAL REFORM, 
EGALITARIANISM AND THE ECONOMIC 
SURPLUS 


It is familiar to readers of Kalecki, Dobb 
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or Joan Robinson that a certain role is played 
by agricultural results in overall development 
strategies. When in the pre-socialist regime the 
peasant and the landlord had taken their share 
of the wheat (or rice), the remainder was used 
for wages. The real wage of workers in invest- 
ment-goods industries had to be found from 
the surplus created by agricultural workers. 

Where, as in China, the state intervenes to 
snare that surplus, it also diverts it to the work- 
force in investment-goods industries. What is 
the effect on the poor classes of farmers? 

Deng’s government has pointed?” to the 
fact of continuing poverty and scarcity of 
basic necessities for 100 million peasants and 
claimed to have done more with a stroke of the 
pen (raising agricultural prices) than Mao’s 
policies of agrarian egalitarianism over 20 years. 
This has had some persuasive power, even if 
published figures show a low ‘commodity 
turnover’ for total agricultural production. 
Perhaps the higher rewards attained by peasants 
in the last few years have sustained the per- 
suasiveness of the anti-Mao claims here. They 
have also justified the new management respon- 
sibility system in agriculture as a way of helping 
peasants previously locked into rural people’s 
communes that have been unable to accumulate 
surpluses for various historical, geographical 
and economic reasons. It has been argued that 
‘narrowing the three great differentials’ has 
not worked for these categories, that only 
wealthier communes have a’ continuing stake 
in the 1960—1980 commune system. The new 
system will give material rewards for those 
willing to work hard on family-based farms:7° 
San Zi Yi Bao in agriculture has virtually been 
re-instated. 

Why did the official Maoist policy of egali- 
tarianism break down in agriculture, paving 
the way for the apparent popularity of the 
present trends toward small peasant proprietor- 
ship within the new responsibility system? To 
answer this it is necessary to look at the kinship 
system, the pre-World War II social relations as 
they actually existed, and the fissures in the 
bonds of trust between rural cadres and masses 
that opened over the last 20 years. 

In rural society, exchange of women, ex- 
change of gifts, bride prices etc., reflecting older 
tribal and kinship social relations, are deeply 
rooted and well organized. In China the custom 
of brides going to the husband’s village, arranged 
marriages, and payment of bride price is still 
common, because exchange of women and 
gifts is an integral part of production and repro- 
duction of peasant proprietor systems — as 
Gregory’s analysis clearly shows. 
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This means that pre-war China was not a 
pure case of feudalism at all, hence collecti- 
vization did not produce a wholly new society. 
Rather, China before communism was a rural 
society in which hangovers of an Asiatic mode 
of production and feudal elements co-existed 
with a parallel system of owner-cultivation. 
It is the culture (and some economic aspects) 
of the latter that has provided the fertile ground 
for the resurgence of peasant interest in owner- 
cultivation, material reward and dismantling 
of the collectivized rural economy. 

The CCP’s analysis of social relations in 
agriculture has not been a shining star in its 
political economy: the continuing relevance 
and dynamism of peasant proprietorship was 
ignored; cardboard figures of large-scale oppres- 
sive landlords and suffering landless peasants 
were substituted for historical and political 
analysis. The differences between a flexible 
system of peasant owner-cultivation (subject 
to weather cycles) and the rigid hierarchical 
system of feudalism were passed over. A 
similar error was made in other Maoist com- 
munist parties — in Bangladesh and especially 
in the Philippines? in relation to alleged 
‘feudalism’ there in the 20th century, while 
neglecting peasant proprietorship, dynamism, 
and kinship ties. 

Even without complications arising from the 
factors just discussed, objective contradictions 
existed in the Chinese collective economy itself. 
The question of inter-commune differentials 
is an example as recognized by the Party and 
the government. Assume a number of com- 
munes in a given county, all wishing to enjoy 
the fruits of rural industrialization. The county 
will, by the downward transfer of technology, 
seek to build up the industrial potential of 
selected communes. (This can be done, for 
example, by sub-contracting for spare parts 
to be supplied to new county-owned enterprises. 
This will transform the repair shops of the 
selected communes and generally make the 
degree of rural industrialization a little more 
sophisticated.) Notice, however, that the suc- 
cessful commune will surge ahead of those who 
miss out. In other words, such growing dif- 
ferentials between communes are inherent in 
the process of economic development itself — 
in the absence of equalization, punitive taxation 
of successful communes etc. 


The same principles apply to the difficulties 
of ironing out the net value of output per 
worker as between regions, and hence living 
standards. Established areas retain their pull 
on resources, making it difficult to achieve any 
evening-out of regional differences. 
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The suggestion, then, is that agricultural 
policies during 1965—1974 produced the worst 
of both worlds: they produced neither a better 
share for the lowest 20% of peasants in total 
agricultural income nor a rising flow of net 
agricultural marketable surpluses to the state. 
A change in such a situation was inevitable and 
in 1978 it came with a vengeance. 

In what ways can the new Production 
Responsibility System, legalizing San Zi Yi Bao 
and reviving small peasant proprietorship, pro- 
duce both higher surpluses for the state and a 
better deal for poorer peasants in poorer areas? 
According to its supporters”! it will increase 
the marketed proportion of total agricultural 
production, which has been falling since the 
1950s. This presumably will result from a new 
release of incentive occasioned by a reduction 
in bureaucratic control, a diminution of the 
power of local cadres to decide a peasant house- 
hold’s access to jobs, scarce consumer durables 
and education, and a greater degree of autonomy 
for peasants in managing their own affairs. 
Losses to the economy presumably include a 
drop in the kind of social overhead investment 
previously done by commune labour at little 
cost to the state, and the switch to profitable 
cash-croppings, necessitating imports of grain. 
Some collectivist elements may be preserved 
even if the baochan (household contracting) 
and tongyi jingying lianchan daviao (unified 
management combined with linkage to indi- 
vidual worker’s reward) are emphasized. This 
would be done, for example, by specifying that 
the production team must adopt ‘unified 
planning for cultivation and unified plowing, 
sowing and irrigation’. But will this check 
hold? The experience of the 1960s suggests 
severe problems in this direction while the 
speed with which the chief ‘unified plan indi- 
cator’ (acreage to be sown) disappeared may be 
a lesson here. 

The whole structure is precariously balanced: 
it depends on the behaviour and the interaction 
of the key economic agents involved here — 
the peasants and the middle- and lower-level 
bureaucrats. The former will be pushing to the 
limit of any loopholes in the announced princi- 
ple of ‘emphasizing the planned economy while 
giving market the supplementary regulatory 
role’. It cannot be ruled out altogether that the 
trend to small peasant proprietorship will 
seriously erode the collective structure in many 
areas. Farmers will be looking to the cadres 
to push out large numbers of unproductive 
workers. Cadres will want to concentrate short 
supplies of modern inputs in key areas with a 
proven comparative advantage in the produc- 


669 


tion of particular products. (Comparative 
advantage in farm production may, of course, 
be altering as high yield areas find it hard to 
raise yields from their already high levels.) 
But whether encouragement of side-line crops, 
private plot production and price adjustment 
will prove highly compatible with a strategy 
of concentration and concern for ecological 
balance, remains to be seen. In an optimistic 
scenario for the future, individual peasant 
proprietors may come to develop a symbiotic 
relationship with a collective agricultural 
economy. 

The recent reforms in Chinese agriculture 
have come about for three main reasons. The 
first was growing disenchantment on the part 
of 100 million economic agents with their 
lot in rural life. The second was to support 
the acceleration of needed agricultural sur- 
pluses in the wake of the sudden switch to the 
‘four modernizations’ programmes. The third 
was the switch to a consumption goods priority 
in 1980, after the halt to further high con- 
struction levels to reverse previous record 
investment in such construction. 


7. CONCLUDING REMARKS 


First, it is necessary to raise the issue of 
using a political economy approach to Chinese 
economic policy change. A wide variety of 
writers from Trotskyists to modern Chinese 
technocrats have seen the backward level of 
productive forces as the source of Stalinism, 
or Maoism, and of the kind of economic con- 
tradictions discussed in this paper. The task of 
political economy is to give content to these 
generalizations in order to gauge their relevance 
for the events of the last decade. It is suggested 
that in doing this the following three economic 
features stand out: 

(a) investment cycles with periods of severe 

‘trade-off? against consumption; 

(b) structural disproportions in the economy 

in relation to the balance of machine build- 

ing, machines to make consumer goods and 
social overhead capital (infrastructure); 

(c) the fact that in agriculture the very 

process of rural industrialization, downward 

transfer of technology to communes and the 
absence of a ‘Ricardian-rent’ tax to even out 
living standards between communes made 
egalitarianism in the rural sector difficult. It 
may also have made ‘narrowing the dif- 
ferential’ between agriculture and industry 

(measured as net value of output per worker 

or as living standards) inoperative. 
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Second, it is important that political economy 
should incorporate an instrumental analysis, 
which makes explicit some of the things posi- 
tivism and narrow empiricism hide. It should 
combine a study of economic cycles and 
models of planned growth with an analysis of 
the motivation and behaviour of economic 
agents. Positivist theory claims its propositions 
have empirical relevance, but the ‘facts’ in 
China do not display enough regularity for 
positivism to be solidly based. Rather it is 
necessary to transform the discussion of linear 
models of accumulation and production into 
political economy by the use of relevant 
theory. Theory must have a factual base though. 
Here we need to sum up the experiences in 
China with those key elements in pre-Deng 
political economy: ‘spiral growth’, ‘narrowing 
the three great differentials’, promoting at least 
some participation in planning above the work- 
shop level, and egalitarianism. These can only 
be fully evaluated by studying how economic 
agents really behaved in each phase of the 
economic cycle, and is, unfortunately, beyond 
the scope of this article. Nevertheless it can be 
suggested that Mao had an analysis both of 
growth and motivation of economic agents, as 
is well-known to readers of his 60 Work Points 
and Ten Great Relations. But while some of 
his summings-up of experience (e.g. worker- 
innovation movement) fit the bill, the later 
ones, indicating a severe pessimism about experi- 
ence in China’s socialist construction, were 
at the system level and not at the action level. 
(Many of his ten great relations are a case in 
point: heavy industry never seems to have 
taken its designated third place and how often 
was bureaucracy cut by two-thirds?) In neither 
capitalist nor socialist societies do economic 
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agents pursue the macroeconomic goal of the 
reproduction of the system as a whole. The 
social dimension of economic agents acting 
and interacting has to be brought in. It is not 
enough to claim that if you have the correct 
theory of growth or an accurate planning model 
you can get the correct growth path. If this were 
true Kalecki would not have had to bring in 
his ‘government decision curve’.°” 

Today, reform-minded Chinese economists? 
with their stress on the need for a certain 
amount of enterprise autonomy, the responsi- 
bility system in agriculture, and protection for 
people against accumulation policies which 
produce severe trade-offs against consumption 
are emphasizing a specific kind of behaviour of 
economic agents and moving towards their 
own version of instrumental analysis. They, 
together with some Party leaders, recognized 
the major structural crises which had arisen in 
the Chinese economy after 1969. If I could 
venture an opinion here it is that it would bea 
pity if all of the kind of instrumental analysis 
done by Mao himself should be wholly lost. 
His concepts of motivation of economic agents 
also produced some worthwhile things for 
China such as ‘barefoot’ engineers and doctors; 
the workers’ innovation movement; ‘walking 
on two legs’ in technology policy; and some 
degree of ‘equal sacrifice’ in periods of acceler- 
ating accumulation. The effective short-run 
political opportunism of Deng in producing a 
‘new course’ (frame-up of the Gang of Four, 
falsely claiming Mao as the author of the 70- 
point industrial charter, selective use of ‘Mao 
thought’) should not prevent us from seeing 
some longer-term benefits for the masses in 
China in remembering Mao’s diagnosis. 


NOTES 


1. ‘Political economy’ in PR China lately has become 
involved with questions of economic growth, capital 
accumulation, sectoral imbalances in the economy, 
reforms of economic management of planning in 
enterprises, farms and the economy as a whole. Here 
China has rejoined the ‘economics of socialism’ as 
seen in the works of Dobb, Kalecki, Brus, Popov, 
Feldman, Khachaturov. ‘Class struggle’ around issues 
of living standards in Chinese policy-thinking increas- 
ingly has begun to look like Kalecki’s ‘government 
decision function’ which traces out a series of com- 
promises between the demands of a socialist govern- 
ment for higher rates of investment and the needs/ 
resistance of people at the lower end of the income 
scale who wish to increase their consumption standard. 


2. Under different circumstances, a similar debate 


took place in Cuba on the merits of guerrilla and mass 
mobilization campaigns. At the beginning of 1963 
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of value under socialism and favoured a centralized 
system backed up by mass campaigns and ideological 
fervour. His opponent in this debate was the Cuban 
Foreign Trade Minister Alberto Mora, who argued 
that the law of value and market prices must be valid 
economic categories under socialism. Mora described 
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day-dream, the pursuit of which leads to bureaucracy 
and unnecessary conflicts between the centre and 
enterprises. Mora’s advocacy of market socialism can 
be found in his ‘Concerning the question of the law 
of value in the Cuban economy’, Commercio Exterior 
(June 1963). Guevara’s articles in the ‘Maoist’ style 
are in J. Gerassi (ed.), Venceremos. As with the present 
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Chinese rulers, the Cubans later condemned the 
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Umberto Perez, as President of the Cuban Economists’ 
conference and Chairman of the Cuban Planning 
Commission producing, in 1979, an unfavourable 
8 a evaluation of Guevarist experience within 
Cuba. 
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industry, many years went past before substantial 
income gains were widely achieved. An appeal to the 
Chinese people to support a government policy of 
encouraging more consumerism was bound to meet 
a positive response under these circumstances. The 
socialist investment cycle had done its work in pre- 
paring the political ground for a longer-term stabili- 
zation policy and possibly for market socialist experi- 
ments. When we note the intensity of permanent 
political excitement generated by Maoism, and that 
the Left was exhausting itself by the early 1970s, it 
is possible to see the twin circumstances of a revived 
demand for wage goods and disaffection with mass 
mobilization campaigns producing the political climate 
for the present trends in the political economy of 
China. 
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Summary. — Since December 1978, social policy in China has followed a more openly elitist 
direction than in any period since 1949. The conservative drift in many policies is unmistak- 
able, but in one respect there is concern — Party opposition to the rapid growth of bureau- 
cratic privilege and abuse of political position. Mao had struck harshly at non-Party intellectuals, 
urban entrepreneurs, scientists and politically inactive youth. These groups are part of the 
social base for the new top leadership. A set of demobilizing reforms and purges aimed to route 
the radical leaders have been ordered by the Deng faction to intimidate their followers, as well 
as to discredit the mass-campaign style of work in order to replace it with orthodox Party-state 
structures. Some resistance has followed, but the increasing privatization of the economy created 
an absolutely larger petty-bourgeoisie which formed a new social layer supporting Deng. Generous 
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elitist education for their progeny. Finally, economic policy, including the new tolerance of 
patriotic Hong Kong capitalists, gave a new lease of life to entrepreneurs, some with foreign 
ties. A coalition of Party bureaucrats, civil servants, academics and businessmen has little time 
for socialist egalitarianism and Mao’s radicalism. 
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1. INTRODUCTION 


After the death of Mao Zedong, and especi- 
ally after the 3rd Plenum of the Communist 
Party Central Committee in December 1978, 
social policy in China followed a more openly 
elitist direction than in any period since 1949. 
Not surprisingly, this policy shift was accom- 
panied by a marked diminution in official 
attention to class struggle, a phrase which was 
centrally placed in Party rhetoric until 1957, 
and again from 1962 until 1978. 

But while policies became less egalitarian in 
most obvious respects, there emerged a lively 
concern for one category of elitism, the abuse 
of high political position to obtain distinctive 
privileges available only to bureaucrats. This 
development seems curious, in that it appears 
to be at odds with the general conservative drift 
of other policies. This paper will examine the 
issue of bureaucratic privilege in terms of 
tension over the distribution of the limited 
material benefits to be found in Chinese society. 
In brief, the argument is that the successes 
of the post-1978 administration in pacifying 
the class conflicts which Maoist politicians 
formerly encouraged gave rise to new con- 
flicts. The new tensions were most sharply 
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posed between two elite groups that have 
flourished in the post-Mao period: a con- 
servative set of bureaucrats led by Deng Xiao- 
ping and Hu Yaobang, and a more loosely 
associated grouping of non-Party intellectuals, 
scientists, urban entrepreneurs and politically 
disenchanted youth. These two groups shared 
a hostility to the Maoist radicalism that struck 
harshly at them both. However, with the 
defusing of radical class struggle, their own 
differences become more apparent. The issue 
of bureaucratic privilege has provided an oppor- 
tunity in which their rival quests for advantage 
clashed. 


2. BUREAUCRATS AND BOURGEOISIE 
AS A SINGLE CLASS ENEMY 


For a decade and a half, China’s Communist 
Party operated with a doctrine that was always 
loud, if not clear; socialist society, no less 
than its predecessors, is divided along class 
lines, and these classes are engaged in ceaseless 


* The author wishes to acknowledge helpful comments 
from several participants in the 1982 Oxford Con- 
ference on ‘China in Transition’, as well as the sug- 
gestions of Andrew Nathan. 
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battle for power and privilege. This fascination 
with class was unusual for a ruling Party, and its 
impetus can be traced directly to Mao Zedong 
and a shifting band of his closest political 
allies. Mao’s insistence at the Party’s 10th 
plenum in 1962 that it should ‘never forget 
class struggle’ can be understood on two 
levels, both as a rather simple political slogan 
and as an indication of a deeper theoretical 
concern for the failure of revolution and 
socialist transformation to extirpate the roots 
of inequality.’ 

Mao needed a good slogan in 1962. His 
political weakness since the failure of the 
Great Leap had permitted more conservative 
leaders to pursue what he deemed to be exces- 
sively elitist policies in the arts, health care, 
education, agriculture, military affairs, and 
commerce. The class struggle slogan was 
intended to steel the nerves of his beleaguered 
supporters and to unnerve his adversaries. The 
forceful, if transient radical victory in the 
Cultural Revolution did permit considerable 
social experimentation with policies designed 
to strengthen worker and peasant interests. It 
also showed that class struggle could mask a 
confusing hubbub of rhetoric in which some- 
times viciously narrow interests could be 
passed off as the public good. 

Political sloganeering was accompanied by a 
‘more abstract effort to understand the forces 
in Chinese socialist society that gave rise to 
class conflict. Longstanding hostility toward 
the bourgeoisie encouraged a sensitivity to its 
capacity to wield influence indirectly, using 
ideology and culture as sources of power even 
after its private property had been socialized. 
Party traditions of thought reform were re- 
affirmed, as ways were sought to protect workers, 
peasants and cadres from succumbing to the 
lingering ideology of class enemies formally 
overthrown. 

Late in the Cultural Revolution Maoists 
became dissatisfied with a simple cultural 
explanation for why state officials often 
behaved as selfishly as capitalists. The new 
explanation was that officials took the capitalist 
road not merely because they were ideologically 
weak, but also because of their material interests 
that were deeply embedded within the political 
machinery created by the Party itself. The 
structure of state-engendered inequalities 
encouraged cadres to treat their posts as com- 
modities, to be used for their personal advant- 
age. Although Maoists sought to reassure cadres 
that 90% or more of their number were politi- 
cally reliable, the thrust of the 1975—76 cam- 
paign to restrict “bourgeois rights’ was clearly 
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menacing to state bureaucrats as a whole, as it 
identified their interests in contradiction to 
those of ordinary working people. 

The radicals were not especially concerned 
to draw sharp distinctions between an old 
elitism associated with the former bourgeoisie 
and a new elitism arising from the Party and 
state bureaucracies. Both worked against the 
underprivileged coalition of workers, poor 
peasants, frustrated junior officials and other 
disadvantaged persons that the leftist band of 
renegade bureaucrats sought to mobilize. 
Indeed, the representation of bureaucrats 
as a species of bourgeoisie provided a common 
target which might encourage the diverse com- 
ponents of the radical alliance to overlook 
their own, more profound internal contradic- 
tions. 


3. THE DEMOBILIZATION OF THE 
CULTURAL REVOLUTIONARY COALITION 


Maoist politicians were skilled at harnessing 
the revolution’s traditions of mass mobili- 
zation, sometimes in order better to build 
constituencies for radical social experimenta- 
tion, often for purposes of strengthening 
personal political advantage. The Maoist drive 
to equalize frequently has been overstated. 
Maoist politicians in power were never levellers, 
but were carefully tolerant of class differences 
both between and within working class and 
peasantry. Nonetheless, the politics of mass 
mobilization provided a pressure for extending 
greater benefits to relatively underprivileged 
groups by bestowing legitimacy on their 
demands. But after the 1978 3rd Plenum there 
was a conscious withdrawal of central political 
support for the mass mobilizing tradition, 
along with a consequent weakening of worker 
and peasant voices in politics. 

One set of demobilizing reforms was direct. 
Most obvious was the purge of radical leaders, 
a process which ranged far beyond the show 
trial staged for Jiang Qing and her associates. 
Exemplary units, such as the Seventh Ministry 
of Machine Building, were selected as national 
models for their success in purging leftist 
officials.* Other radicals were publicly humili- 
ated in mass rallies, such as Nie Yuanzi, who 
spearheaded the Cultural Revolution at Beijing 
University, and Li Suwen, a Shengyang vegetable 
hawker who became Vice-Chairman of the 
National People’s Congress.° Even more 
emphatically, former Red Guards were execu- 


ted in 1979 for crimes committed in 1967— 
68.° 
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The most difficult purge was of the memory 
of the great mobilizer himself, the dead Mao. 
Initiated cautiously, with careful distinctions 
between the ‘good’ Mao of the 1950s and the 
‘bad’ Mao of the Cultural Revolution, the 
extent of successful iconoclasm could be 
seen in a comment in a 1982 Red Flag article: 
‘Many of the works by Mao Zedong are still 
well worth our reading’.° This was a striking 
tone in a land not long ago given to the collec- 
tive waving of little red books of the Chairman’s 
wisdom. 

Less direct than the removal of leftist 
figures was a broader discrediting of the 
whole campaign style, which sought to intro- 
duce changes by encouraging popular partici- 
pation, rather than bureaucratic administration 
of new programmes. Indeed, among the last 
mass mobilizations were those staged against 
the mass mobilizers. In a political world where 
power flows along regular official channels, 
those groups furthest removed from those 
bureaucratic channels may expect to receive 
the least attention from the state. 

There also were concrete policy decisions 
which served to weaken lower-class voices in 
politics. The widespread decollectivization of 
the rural economy not only tended to divide 
peasants among themselves by diminishing their 
collective stake in the production system, but 
also threatened some of the proudest radical 
programmes in the countryside. Barefoot 
doctors, for instance, often found it unpalatable 
to tend to health care when their friends and 
neighbours were all working so hard at indi- 
vidualistic ways of increasing their incomes.” 
In addition, the government postponed its 
commitment for universal middle school 
education in the countryside, a choice which 
should in the long term make it more difficult 
for peasants to understand the political world 
they inhabit, as well as deter the emergence of 
articulate representatives of their interests. 

In place of mass mobilization, the admini- 
stration offered a mass trivialization of politics. 
However arid and formalistic many past study 
sessions of Marxist classics may have been, 
they at least denoted an encouragement by the 
Party to ordinary citizens to think about state 
affairs. Instead of seeking political engagement, 
post-1978 propaganda emphasized such themes 
as the importance of good manners. The regime’s 
decision to lower the rate of savings reflects 
an encouragement of consumerism, a develop- 
ment no doubt welcomed by many Chinese, 
but clearly a force that pushed people away 
from the stormy collective arena of politics 
and into a retreat toward individual concerns. 
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Some index to the speed with which many of 
these steps toward political disengagement 
may have taken hold is found in visitors’ 
reports that ‘comrade’, that venerable appella- 
tion of shared struggle, had often become 
reserved for ironic use."! 

There are some indications that demobilizing 
policies were not accepted without resistance. 
For instance, steps to decollectivize agricultural 
production were sometimes delayed. But 
there is little evidence to suggest any effectively 
organized resistance. Indeed, in the absence of 
mass mobilizing leadership, China seems to 
follow the pattern described for Eastern Europe 
by Frank Parkin: ‘the long run tendency seems 
to have been for the proletariat to relinquish 
many of the advantages which accrued to it in 
the early period of socialist rule’.'* 


4. THE COUNTERMOBILIZATION OF 
OLD AND NEW ELITES 


Leftists engaged in class warfare often turn 
to class slogans for arousing the enthusiasm of 
their supporters. Conservative politicians, how- 
ever, seem more comfortable waging class 
warfare while pretending that they are not. 
Perhaps this is because they are so often closer 
to established centres of power, and can rely 
more readily upon such catchwords as disci- 
pline, efficiency and reward of individual 
accomplishment. In any event, the lack of 
explicit class slogans did not prevent the Deng 
Xiaoping administration from waging a class 
struggle no less fierce than that of the Gang of 
Four. 

As a complement to the demobilization of 
worker and peasant politics, there was a steady 
number of reform measures intended to arouse 
the spirits of groups formerly attacked by the 
radicals. Both the old elite left over from 
China’s days of private property and the newer 
bureaucratic top echelon were well served by 
measures designed to elicit their support. 

‘Bourgeoisie’ is a very loaded word, but I 
turn to it in the absence of any obvious alter- 
native shorthand characterization for the mixed 
agglomeration of former property-owners, urban 
shopkeepers, technical intelligentsia, alienated 
youth and non-Party intellectuals who have so 
often been linked together as supporters of 
market-oriented reforms in the economy and 
procedural democracy in the polity. This group 
has some of the flavour of a bourgeoisie, 
although in socialist China there are some other 
tastes mixed in as well, including the important 
factor of shared persecution in the past. 
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For these groups the new regime made 
dramatic gestures. The official supplantation 
of class-based mass line politics with the refur- 
bished united front was proclaimed by the 
rehabilitation of the old ‘democratic’ parties, 
which recruited new members and received 
unanticipated public attention. The increasing 
privatization of the economy led, by 1981, 
to 700,000 people working in individual enter- 
prises, many of whom presumably were so 
engaged prior to the Cultural Revolution, and 
others of whom were no doubt offspring of 
traditionally merchant families.14 The people 
labelled as bourgeois rightists in 1957 had their 
labels removed; in addition, the Party retro- 
actively determined that 81% of those classi- 
fied as capitalists in the 1950s were erroneously 
identified, but were actually ‘working people’. 
Even the remaining 19% became ‘working 
people’, so that there were no persons who had 
to bear the taint of capitalist class designation. 
There is some irony im the disappearance of 
officially designated capitalists at the same 
time as the state restored property to its former 
private owners. In addition to such concrete 
measures of state favour, the old bourgeoisie 
and its family members were also accorded 
dramatically increased access to Westernized 
(and often depoliticized) forms of art and 
entertainment. 

A parallel set of measures was extended to 
members of the socialist bureacuracy who 
suffered during the years of radical rule. Reha- 
bilitated cadres received new posts, and were 
free to spend generous back-pay settlements on 
housing or consumer goods. The new admini- 
strative style emphasized the bureaucratic 
discipline and respect for authority that the 
radicals so resisted.'® Equally gratifying to the 
old bureaucrats must have been the stress on 
‘normal’ promotion procedures, in which 
seniority was honoured instead of the radicals’ 
eager sponsorship of young and inexperienced 
officials with good class backgrounds.’’ In 
addition, there were explicit defences of the 
children of high officials, a group which the 
leftists allegedly victimized. 

There were also reforms which appealed 
simultaneously to both of the upper-class 
groups about whom the Maoists so worried. 
Thus the newly restored entrance examinations 
for university admissions tended to give advan- 
tages to children of both elites, to the disadvan- 
tage of worker and peasant applicants, as was 
the case prior to the Cultural Revolution. 
Other reforms in intellectual life, such as new 
provisions for protection of patent rights, were 
designed to appeal to a technical intelligentsia 
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drawn from among children of both elites. 
Finally, both officials and private citizens were 
enjoined to partake of China’s new spirit of 
material acquisition. Indeed, the Party was to 
take the lead: ‘If we ourselves do not have the 
ability to get rid of poverty and become rich, 
how can we help others to get rich? .. . If we 
ourselves are getting rich, this shows that we 
are capable and have taken the right path’.}® 


5. ECONOMIC DEVELOPMENT AND THE 
QUESTION OF PRIVILEGE 


By focusing upon the redistribution of 
opportunities and benefits in China, I have 
not considered broader changes in economic 
policy. Part of the context for these class 
changes was a shift in economic development 
strategy. The former Maoist policy of suppress- 
ing immediate consumer demand in favour of 
greater public investment for future industrial 
growth was replaced by a kind of Chinese 
Keynesianism, in which economic growth 
was to be stimulated by consumer demand. This 
change demanded abandoning the former 
radical asceticism in favour of developing 
markets for consumer goods, a change no 
doubt especially welcome in those parts of 
society where disposable income is available. 

In this climate of opportunity-seeking, and 
with the old Maoist checks against luxury 
relaxed, it is not surprising that problems 
arose as some Officials overstepped the bounds 
of propriety. The concern for privilege has a 
long history in the People’s Republic, having 
figured in political discussions of the 1950s and 
1960s, but it became a special focus of concern 
in the period before and after the 3rd Plenum, 
as class changes and new economic policies 
were being felt. Privilege, or ‘tequan’ (which 
is often redundantly translated as ‘special 
privilege’) typically identifies inappropriate 
claims to privilege by officials. The concept 
is ultimately a moral notion, subject to enor- 
mous variation in relative judgment of cadre 
rectitude. The common element is use of official 
position to obtain benefits that are not widely 
available or to which a person is not strictly 
entitled. 

Classic abuses of power which have been 
castigated as bureaucratic privilege include the 
construction of private housing with workers 
and material officially assigned to build state 
warehouses, vacationing in Shandong while 
officially on a study mission to Dazhai, enjoy- 
ment of free meals at restaurants eager to curry 
favour with leaders of their bureaucratic 
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hierarchy, securing scarce tickets to perfor- 
mances not available at the box office, old- 
fashioned extortion of subordinates through 
gifts, and using personal connections to gain 
access to jobs or education for one’s relatives. 
The list could be extended, but this should 
suffice to convey the idea that this is the stuff 
of jealousy and of outraged senses of fairness. 
The charge of bureaucratic privilege is as likely 
to be raised by someone only marginally less 
well situated as it is by the truly impoverished. 
The former may feel indignant, knowing that 
they might do better, while the latter may well 
regard such privileges as natural and wonder 
what all the commotion is about. 

Bureaucratic privilege is a very dangerous 
issue for the Party, as it evokes public discus- 
sions of corrupt behaviour and threatens to 
undermine public confidence. To some extent 
the concern with privilege as an issue in a time 
of elite aggrandizement may have reflected a 
small bit of posthumous revenge by Mao upon 
his unfilial successors. Certainly all those years 
of ascetic class struggle made Chinese sensitive 
to gross violations of at least superficial egali- 
tarianism. Ultimately, however, privilege became 
a national issue neither because of Mao’s 
heritage nor because China’s officials had 
become especially greedy. It became an issue 
because it figured in the conflict between the 
bourgeois and bureaucratic segments of the 
rehabilitated Chinese elite. Fighting not just 
over how to divide the booty of the political 
wars against the radicals, but over what kind 
of society China should become, the question 
of privilege became a weapon which was used 
with far greater finesse by conservative bureau- 
crats than by non-Party reformers. 


6. DISCREDITING THE MAOIST APPROACH 
TO BUREAUCRATIC PRIVILEGE 


There have been three fundamentally dif- 
ferent analyses of the problem of bureaucratic 
privilege, and three distinct political solutions 
to it. One comes from the non-Party bourgeois 
elite (and would-be elites), and calls for restrict- 
ing Party power as a solution. Another comes 
from the bureaucrats themselves, and sees the 
answer in greater self-discipline. The third 
approach, however, is Maoist, and is sufficiently 
menacing to both branches of the post-Mao 
elite that they could agree on the need to 
suppress it. 

The radical analysis of privilege is, of course, 
that it is a class issue. In the last years of Maoist 
tule, the campaign to restrict bourgeois rights 
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was a drive against bureaucratic privilege by 
another name, calling attention as it did to the 
use of official posts by cadres as commodities 
by which they might personally profit. The 
left advocated a series of practical measures to 
handle the problem, all of which centred 
around the necessity of supervising bureaucrats 
by the masses. Examples are to be found in the 
poor and lower-middle peasant associations 
which the radicals sponsored in the 1960s, or 
in downward transfer of cadres to work in 
production through a variety of programmes, 
including the 7 May schools. In addition, 
leftists sought to open up cadre ranks to mem- 
bers of underprivileged groups, thereby creating 
a more class-loyal officialdom. 

None of these measures were popular with 
the post-Maoist regime in China. Neither 
bureaucratic nor bourgeois veterans from the 
once-defeated side of the Cultural Revolution 
wanted the question of privilege to lead to 
a reopening of class analysis and official ‘class 
conflict’. Efforts to discredit the radical pro- 
gramme took two forms. One was the memory 
that radical solutions did not solve the problem 
when the leftists were in power. Cadre privilege 
was a public issue in the controversies of the 
early 1970s over back-door admission to 
universities.*° In addition, there was a secret 
life of privilege enjoyed by many of the radical 
leaders themselves, who did not spare their 
own comforts as they directed the masses in 
class struggle. The trial of Jiang Qing provided 
an opportunity to publicize this formerly dis- 
creet feature of ‘life at the top’ of the Chinese 
left. 

A second thrust against any possible public 
re-emergence of Maoist ways of analysing 
privilege was to draw a sharp distinction between 
bureaucratic privilege (a legitimate subject for 
concern) and a privileged ‘bureaucratic class’ 
(a forbidden line of inquiry). The latter was 
held to be an ‘unscientific’ term; a bureaucratic 
stratum is always a part of the ruling class of 
an epoch, and thus for China today, bureaucrats 
must be a part of the workers and peasants who 
form the official ruling classes.” 

There was some elaborate, if unpersuasive 
footwork to justify this position. Deng Liqun, 
the head of the Party Propaganda Department, 
attempted in 1981, when he was a prominent 
adviser to Deng Xiaoping from the Academy 
of Social Sciences, to present evidence that 
there was no empirical basis for making a class 
analysis of bureaucrats. According to Deng, 
the wages of China’s top 80,000 cadres, both 
civil and military, constituted less than 0.2% 
of the total national wage bill. When the 
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incomes of 800m peasants are also considered, 
the share of high officials drops to 0.1%. 
‘Comrades, please make a comparison, how 
can one say that our country has any privileged 
stratum?’*” One has enough confidence in the 
sophistication of a figure such as Deng Liqun 
to realize that this rhetorical flourish must be 
disingenuous. First, he certainly knows his 
Marx well enough to recognize that class issues 
refer to questions of ownership and control 
of assets, not shares in distribution. Second, 
he must also realize that his wage total excludes 
important extra-wage benefits that high officials 
enjoy, such as use of automobiles, access to 
entertainment, travel, servants, etc. Depending 
upon one’s point of view, these matters are 
necessary perquisites of office, or they are the 
heart of bureaucratic privilege. But they are an 
expense to the state, and thus should be counted. 
If Deng Liqun may not have persuaded all of 
his readers with his argument, he no doubt 
did convince them of the more important 
message: to analyse the special privilege issue 
in class terms is off-limits. 


7. A ‘BOURGEOIS’ APPROACH TO 
BUREAUCRATIC PRIVILEGE 


But Deng Liqun was not only trying to send 
a message to unrepentent Maoists. He was also 
addressing the loose association of non-Party 
critics referred to here by the shorthand of 
‘bourgeoisie’, which analysed the _ special 
privilege issue as one of concentrated power 
demanding the creation of countervailing extra- 
bureaucratic power centres. 

This market-oriented approach rested on an 
analysis of China as a society still feudal in 
many respects, in sharp contrast to leftist 
inclination to emphasize lingering capitalist 
influences. Bureaucratic privileges were a feature 
of the Imperial past, and radical political 
movements such as the Cultural Revolution 
only intensified the personalistic politics that 
feed such privileges. 3 Power corrupts, and 
the way to restrict its corruption is to encour- 
age alternative sources of power to the Party. 
This requires democratic institutions, due 
process, and legal reforms to lessen the Party 
monopoly of power. 

The best-known expressions of this analysis 
of privilege were found in the ‘underground’ 
press associated with Beijing’s democracy wall 
in 1979. In this period the problem of special 
privileges (tequan) was linked to the problem 
of human rights (renquan). The two concepts 
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are at odds in Chinese, a tension which is lost 
in translation. 

Many of the echoes in this period heard 
from the earlier era from which one of its 
slogans was borrowed -- the 1956—7 Hundred 
Flowers. The earlier period was also a time of 
class change (in the wake of socialist transfor- 
mation), there was a democracy wall (at Beijing 
University), there was renewed activism within 
the so-called ‘democratic’ political parties 
(which tripled then in membership),”* and 
there was also a direct attack upon high Party 
officials as a privileged group.” Even some of 
the critics were the same, as the privilege charge 
against cadre privilege was made in 1957 by 
journalist Liu Binyan, who was labelled a 
rightist for his remarks. Undaunted after his 
rehabilitation, in 1979 he wielded a fearsome 
pen against bureaucratic privilege as an investi- 
gative reporter for People’s Daily. 

Literary continuities were also evident in 
the heavy reliance upon the arts as a base from 
which the bourgeois writers could attack Party 
privilege. Wang Meng’s celebrated 1956 story, 
‘The Young Man Who had Just Arrived at the 
Organization Department’, had its analog in 
such works as the popular satirical play, ‘What 
If It Were True?’ and the poem, ‘General, You 
Cannot Act This Way’. 

Many of the lines of criticism from the two 
periods bore the same tone of resentment 
toward greedy officials who threaten the 
limited privileges available to a non-bureau- 
cratic elite. Cadre children received unfair 
advantages that they had not earned, and non- 
Party intellectuals were not promoted quickly 
enough — left in the cold, according to Zhang 
Bojun, Vice-Chairman of the Democratic League, 
in LOSa° 

In addition, the political dynamics of the 
two periods of bourgeois criticism were similar. 
In 1957 Mao and other leaders sought to enlist 
bourgeois critics (presumably rendered harm- 
less after socialist transformation) to spur on 
changes within a hidebound Party. So in 
1978—79 did Deng Xiaoping and his associates 
find it expedient to use the democratic move- 
ment’s critique of privilege as an external level 
to complete what they could not accomplish 
from within the Party alone — the overthrow 
of remaining top leaders still maintaining 
allegiance to Mao and his ways, if not to the 
Gang of Four. 

For Deng, the issue was not privilege in 
general, but the particular privileges enjoyed 
by the Party’s surviving leftist leadership. Thus 
public criticism was directed against vulnerable 
leftists, as a way of eroding Hua Guofeng’s 
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political support. In discussing officials who 
abused their authority to build fine houses, 
the most common example was that of the 
unrepentent radical Wang Dongxing, Mao’s 
former bodyguard. A fine case of bureaucratic 
ineptitude was offered by the sinking of the 
Bohai No. 2 oil rig, arrogantly administered, 
it turned out, by personnel from the ‘petroleum 
faction’, a group of leftover Cultural Revolu- 
tionaries with roots in the Maoist model, Da 
qing. Similarly, Chen Yonggui was attacked for 
falsifying production figures for the Maoist 
agricultural model, Dazhai, as well as for 
personal extravagence and concupiscence. The 
most notorious case of cadre protection of 
errant children involved the Xiong brothers 
of Hangzhou, multiple rapists — whose father 
happened to be an army officer with leftist 
affiliations. I do not mean to suggest that these 
and other cases were fabricated, and it may in 
fact be true (if unlikely) that leftist politicians 
are somehow more susceptible to corrupt 
behaviour than are conservatives. The point is 
that the conservatives within the Party were 
able to use the situation very skillfully — the 
bones they threw to the non-Party ‘bourgeois’ 
critics of privilege had been sticking uncom- 
fortably in their throats for too long, anyway. 
The outcomes of the two periods of bour- 
geois critique of privilege were similar as well, 
in that the harshest critics were silenced after 
a relatively brief time. The 1957 Hundred 
Flowers ended messily, amidst considerable 
political confusion and with a wide-ranging 
purge that left countless careers in shambles. 
The termination of the later movement was 
more controlled. Bigh character posters were 
outlawed, democracy wall was shut down, 
and show trials were staged for a handful of 
activists, such as Wei Jingsheng and Fu Yuehua. 
Bourgeois criticism continued, although limited 
generally to the field of culture and the arts. 
But the message was clear: the problem of 
bureaucratic abuse was not to be criticized 
from a bourgeois point of view, with demands 
for fundamental and liberal political change. 


8. THE BUREAUCRATS’ SELF-CRITIQUE 


The conservative leadership was successful 
in controlling the discussion of privilege so that 
the concern was typically over the shortcomings 
of individual officials, rather than the collective 
behaviour of the corps of high-level cadres. 
Still, having encouraged public attention to the 
problem of bureaucratic abuse, conservatives 
had to have an explanation of their own for the 
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bad apples in their barrel. The Party’s legitimacy 
in a time of rapid social change was not likely 
to be strengthened by an image of indifference 
to selfish plundering of scarce resources. 

_ The self-analysis which emerged focused 
upon weaknesses internal to the bureaucracy, 
tather than external corruption by capitalist 
or feudal influences in an insufficiently trans- 
formed society. The weakness is above all one 
of will, an inability to withstand temptation 
which can be rectified only by returning to 
some of the Party’s traditional methods of 
self-policing. Rather than looking to forces 
outside the Party, whether lower-class super- 
visors or bourgeois counterweight, the bureau- 
cratic self-critique emphasized an organization 
managing its own affairs. The posthumous 
rehabilitation of Liu Shaogi in 1980 added a 
sometimes nostalgic tone to this return to first 
principles. 

The Confucian strand in Liu’s conservative 
approach to Party affairs stressed the cultivation 
of Communist virtue, here summoned up as a 
solution to the problem of privilege. A very 
traditional moral reproach at the abandonment 
of the responsibilities of leadership was apparent 
in passages such as this: 


The masses have seen all this with their own eyes 
and have felt anger in their hearts. They have 
said: Since you have acted this way, how can the 
people trust our party? You have already moder- 
nized your personal living standards even before 
the modernization of the country.”® 


Party members should avoid arrogance, conceit 
and bureaucratic airs, improving their ‘party 
spirit? and their ‘work style’ in ways long 
familiar to Chinese organizations. 

Liu Shaogqi’s legacy also includes a strongly 
legalist side, stressing organizational discipline 
to complement personal _ self-cultivation. 
Through the development of rational regula- 
tions, the Party can undermine the basis for 
unwarranted claims to privilege. This tough side 
was stressed by the 1980 National People’s 
Congress, which held that bureaucratic abuse 
should be solved ‘first of all’ by ‘through 
eradication of the irrationalities within the state 
administration, the cadres system and other 
administrative networks’.“” A Central Discipline 
Inspection Commission was re-established in 
the manner of a traditional censorate, and new 
regulations sought to restrict special privilege 
by limiting such matters as the numbers of 
limousines available to bureaucratic offices. 
More visible reorganizations of the State Council 
to reduce the number of ministries were also 
presented as evidence of a serious assault on the 
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problems of bureaucratic abuse, but it is 
unclear that this went far beyond the renaming 
of offices. It did, however, provide yet another 
opportunity by which conservative bureaucrats 
could dislodge well-entrenched comrades still 
hankering after old-fashioned Maoist ways. 

Similarly, the Discipline Inspection Com- 
mission had functions beyond mere self-policing, 
including reassuring the population that matters 
were under control. In the wake of the scandal 
over the father who protected the Xiong 
brothers from prosecution for their misdeeds, 
the Commission investigated children of high 
officials. Its conclusion gave little support to 
critics who saw them as a blatant manifestation 
of bureaucratic privilege, as 98% were held to 
have good or average behavior. But the remain- 
ing few were bad indeed: ‘their nature is even 
worse than that of ordinary bad youths in 
society, and their influence is also worse’. o 

Another internal reform which received 
much attention was the effort to develop a 
retirement system for older cadres, who were 
frequently the ones with the greatest number 
of privileges. This of course made them uneager 
to retire, despite recurring encouragement to 
do so. It should be noted that the terms 
offered old cadres were generous — after 1978 
it was possible for those who joined the revolu- 
tion prior to Japan’s surrender to retire at 90% 
of full pay, while those who joined prior to 
7 July 1937 could received full pay.” But 
retirement takes cadres away from personal 
connections and extra-income perquisites. 
There may be good administrative and political 
arguments for retiring more older cadres, but 
this reform was unlikely to change the system 
of privilege, but only to circulate the people 
who enjoy its benefits.*° 

The bureaucratic self-critique was thus a 
strongly self-protective approach to special 
privilege. While it strongly resisted efforts to 
pose the issue in terms which made cadres look 
like a class, it used class offensively, asa weapon 
against bourgeois critics. The suppression of 
the 1979 human rights movement was followed 
by a campaign against ‘bourgeois liberalism’, 
aimed at critical writers and artists. A theme 
of that campaign was the harmful influence of 
bourgeois ideology imported from outside 
China through cultural commodities. This line 
of analysis was subsequently extended, with 
new discussion of class struggle. Class struggle 
was tied to ‘economic crimes’ in the following 
manner. Exploiting classes exist outside 
China, especially in Hong Kong and other places 
from which contacts can be made with Chinese 
citizens, leading them into temptation. The 
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thrust of this discussion was to warn the non- 
Party critics to be on their best behaviour — the 
Party may have decided that there are no longer 
any exploiting classes within China, but if it 
ever changed its mind, it would certainly look 
for them among former bourgeois, and advo- 
cates of political liberalism, not within the 
ranks of state officials. By this stroke, the onus 
for bureaucratic privilege was placed on the 
Party’s bourgeois critics and their foreign ties, 
not on Communist officials who were ‘victim- 
ized’ by capitalist corruption. 


9. CONFLICT VERSUS COLLABORATION 
IN THE POLITICS OF BUREAUCRATIC 
PRIVILEGE 


While the language of class conflict in China 
was altered sharply after Mao’s death, the kinds 
of competition over scarce resources and 
benefits that one should expect in a poor, 
industrializing society remained quite lively. 
Class conflict was not pacified, even though its 
discussion assumed new forms, such as the 
debate over the significance of privilege. 

The Maoists uncharacteristically combined 
two into one when they comingled bureau- 
crats and bourgeoisie as a common class enemy. 
With the removal of radical political pressure, 
it became apparent that there were divergent 
interests within the group formerly treated as 
an undifferentiated elite. In the bureaucratic 
privilege discussion, we can identify three 
intellectually coherent approaches to the 
appearance of distinctively advantaged groups 
in socialist society. The left saw special privilege 
as a threat to the revolution, arising from the 
embourgeoisement of socialist institutions. 
They sought to resolve the problem by organi- 
zing workers and peasants to supervise their 
officials. The bourgeois version of special 
privilege regarded cadre abuse of power to be 
a threat to the material and intellectual interests 
of non-bureaucratic elites. Its source is a 
lumbering feudal influence that persists despite 
decades of revolutionary change, and will 
only be rendered impotent if countervailing 
powers can be institutionalized and society 
made modern. The bureaucrats themselves 
identified cadre privilege as an embarrassment 
which must not be allowed to undercut their 
authority. But their China is neither too capi- 
talist nor too feudal, rather cadres themselves 
have been insufficiently diligent, especially 
during organizationally lax periods of radical 
rule. The solution is better cadres, better 
organized from within. In addition, as long as 
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the issue arose, bureaucrats were skillful at 
manipulating it to purge their own ranks of 
officials with either Maoist or bourgeois incli- 
nations. 

The bureaucratic treatment of privilege was 
not simply to use an opportunity to weaken 
rivals through conflict. Conservative officials 
also sought to protect their own privileges by 
extending similar ones to other groups in society. 
The strategy seems to have been to build a 
united front of the advantaged, thereby eroding 
potential bases of opposition. 

One aspect of this drive was to bureau- 
cratize increasing numbers of intellectuals, 
thereby defusing criticism by creating a com- 
monality of interest. There were changes in 
Party composition, as the Cultural Revolutionary 
stress on recruiting candidates of worker and 
peasant origin was replaced by a search for 
intellectuals.” Intellectual work was bureau- 
cratized by the addition of new hierarchies of 
formal titles, with the claim that this increased 
efficiency, although it can also be argued that 
this entangled potential critics more thoroughly 
in the bureaucratic web. 

Special attention was given to the 5.7 million 
middle-aged intellectuals, against whom con- 
siderable prejudice was still felt by leftists within 
the bureaucracy. Underpaid and undervalued, 
this group would be coopted rather cheaply, 
according to one analysis.*’ After all, there 
were so few of them — for Shanghai, less than 
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3% of the population, while only 1 and 10% of 
this small total was made up of high and middle 
level intellectuals; few resources would have 
to be expended to give them all better-paying 
jobs. Still another cheap way of buying off 
potential adversaries of the bureaucrats was to 
follow the example of Nanchang, where in 
1980 houses illegally built by miscreant officials 
were turned over to high-level technical per- 
sonnel and ‘famous personages’. 

Nor can one ignore efforts to extend special 
privileges to segments of other classes, as well. 
Urban workers were favoured by policies 
that permitted them to bestow their scarce 
factory jobs to their children.*? Such a policy 
was likely to enhance long-term divisions 
among the urban working population. Similarly, 
the introduction of the responsibility system 
into agriculture probably divided peasants into 
those who were situated to prosper with 
greater reliance upon market mechanisms and 
those who could not. In both cases, the develop- 
ment of internal contradictory interests should 
diminish the capacity of the group to approach 
the political system with a common voice. If 
this assured protection against the emergence of 
a coalition of disgruntled intelligentsia and 
unhappy workers and peasants, such policies 
then contributed to an environment in which 
the privileges of high officials could pass more 
easily without external challenge. 
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Summary. — Economic reforms in relation to industry have passed through three phases, 
centred on (i) expanded autonomy for experimental enterprises in 1978—80, (ii) ‘economic 
responsibility systems’ in 1981-82, and (iii) ‘consolidation’ particularly of large enterprises 
from 1982. While limited in scope, the reforms to date have had a significant impact on manage- 
ment practices. In addition there have been moves towards greater industrial democracy, involving 
the election of managers and workers’ congresses. In practice, however, the degree of democracy 
is limited and varies widely between plants and regions. Another aspect of change has been. 
a greater emphasis on the smaller urban collective enterprises. Overall reform policies face 
substantial inertia, a half-way house which may lead to worse long-term economic problems 


than either more rigid planning or further reform. 


1. INTRODUCTION 


Since 1978, there have been a number of 
policies designed to reform the way in which 
industrial enterprises operate in China. These 
are associated with more general ideas of 
‘economic reform’ similar to those under- 
taken from the 1960s in various Eastern Euro- 
pean economies, notably Hungary, and to some 
extent in the USSR. Such economic reform 
is primarily concerned with relationships 
between enterprises, and between enterprises 
and the state, and attempts to provide a method 
to overcome the problems of central planning, 
particularly in a more advanced industrial 
economy. So one aspect of enterprise manage- 
ment which this article considers is the con- 
text of economic reform in the industrial sector 
as a whole which has taken place since 1978. 

But we are also concerned with intra- as 
well as inter-enterprise relationships as these 
are essential to an understanding of how 
enterprise management has changed in China. 
After our initial examination of general eco- 
nomic policy towards industrial enterprises, 
we therefore turn to the impact of economic 
reforms on the structure and process of manage- 
ment. We then focus more specifically on one 
aspect of these questions — that of the demo- 


cratization of industrial management. This is 
because part of the overall ‘package’ of reform 
(which Chinese economists and others have 
proposed) consists of measures to increase the 
degree of ‘democratic management’ in Chinese 
industry. We have therefore examined both the 
extent of any democratization of industry and 
the links between this and economic reforms 
at the inter-enterprise level — the latter being 
a controversial question amongst a number of 
analysts of contemporary China. Our focus is 
on two policies in particular: the election of 
managers and the creation of elected workers’ 
congresses in industrial enterprises. 

Next, the changes in the role and manage- 
ment of smaller-scale urban ‘collective’ industry 
are analysed, as most of the paper concentrates 
on the larger-scale state-owned enterprises. 
Finally, we draw some conclusions regarding 
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the state of economic reform and industrial 
management in China today: to what extent 
has there been a genuine process of reform or 
is the system in a state of inertia while reform 
remains just an idea? To what extent are the 
overall economic reforms linked with demo- 
cratization of industrial enterprises? Can reform 
provide an answer to the short- and long-term 
problems of Chinese industry? 


2. THE EVOLUTION OF POLICY 
TOWARDS INDUSTRIAL ENTERPRISES: 
1978—1982 


Looking at recent economic policy in 
China, 1978 is a key date, in particular the 
December 1978 Party Central Committee 
‘Third Plenum’. For it was at that meeting that 
economic reforms were given a top-level go- 
ahead and assigned high priority. Since then 
economic reform has been on the agenda as a 
policy goal. However, its relative importance 
and immediacy in policy terms has changed 
over the last five years, as we show below. In 
fact it is possible to identify three phases of 
policy: first, reform through experimental 
enterprises with expanded autonomy; second, 
a focus on the setting up of ‘economic responsi- 
bility systems’; and third, emphasizing the 
‘consolidation’ of industrial enterprises. These 
phases are not distinct, for since 1979 they 
have all fallen under the general policy slogan 
of ‘Readjustment, Reform, Consolidation and 
Improvement’ (tiaozheng, gaige, zhengdun, 
tigao). Rather, these phases show how the 
emphasis in policies towards industrial enter- 
prises has differed from 1978 to 1982, although 
it would be mistaken to see each phase as totally 
replacing the policies of the previous one. 


(a) Phase one: experimental enterprises, 
1978-1980 


From 1978, various pilot schemes expanding 
enterprise autonomy began in the state sector. 
The most well known is the ‘Sichuan experi- 
ment’ which started with six of the province’s 
enterprises in October 1978, giving them a 
variety of new powers over production, market- 
ing, management and finance (Shehei Kexue 
Yanjiu (1980); Chen, 1982). Another less 
well-known experiment was in Qingyuan 
County, Guangdong, which started at the same 
time and by November 1978 involved all 17 
local state enterprises in the county (Zeng, 
1980). These experiments soon expanded to 
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cover more enterprises and other areas of the 
country. Thus in Sichuan, the number of enter- 
prises involved grew to 100 at the start of 1979 
and to over 400 in 1980. Other areas were 
slower to start experiments, but by 1980 
experimental enterprises had been created in 
nearly all areas of the country. National figures 
showed that 1300 enterprises were involved in 
early 1979, growing to 2600 in October that 
year, 3358 in April 1980 and 6600 at the end 
of 1980. Although this figure only represents 
under 10% of the number of state-owned enter- 
prises in China, the experimental enterprises 
were by no means randomly chosen as these 
6600 enterprises accounted for about 60% 
of total output value and 70% of profits.? 
In short, they tended to be the larger, more 
profitable and better-managed enterprises. 

There were considerable regional variations 
in the form of experiments. Some provinces 
were slower to start than others, while the 
powers given to enterprises also differed. This 
was a result of the combination of national 
policy guidelines with provincial and lower- 
level implementation. In particular the powers 
given to enterprises in Sichuan from 1978 
were greater than those in the national guidelines 
published in 1979. However the key features 
were similar and included: 


(a) Profit retention 

At the heart of the experiments was the 
right of enterprises to retain and utilize part of 
their profits. Previously state enterprises’ 
profits were handed over to the state more or 
less in toto. The experimental enterprises were 
able to keep a percentage of their profits for 
(i) re-investment for production and technical 
innovation, (ii) workers’ and staff individual 
bonuses, (iii) collective welfare, such as housing 
and nurseries, and (iv) reserve funds. 

In practice there were a number of schemes. 
The main ones have been: (i) progressive profit 
retention, in which a basic sum is more or less 
guaranteed in line with past policies if the 
enterprise meets its main targets, but a larger 
proportion of the increase in profits from one 
year to the next is retained by the enterprise; 
(ii) simple profit retention, in which the enter- 
prise retains a fixed percentage of all profit 
made; and (iii) a tax system, in which enterprises 
formally assume responsibility for their own 
profit and loss. Instead of retaining a proportion 
of profit they change to a system of retaining 
all their profit but paying various taxes to the 
state, in particular ‘income tax’ on their value 
added, a ‘revenue equalization tax’ to adjust 
for the differing profitability of the sector in 
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which they operate, and a ‘fixed assets tax’ 
which is a percentage of the book value of their 
fixed assets. This tax system is a fairly radical 
change, as it implies that the enterprise is no 
longer assured of, say, being able to pay its 
wage bill if its performance is bad. As a result 
it must be seen as a more radical reform than 
the first two types.” However, it still applies 
only to relatively few enterprises — nationally 
only 191 out of the 6600 experimental enter- 
prises were involved in it at the end of 1980 
(SWB/FE/W1154/A/3). 

The implication of these schemes is that 
enterprises have increased incentives to raise 
profits and hence to improve efficiency in the 
use of both human and natural resources. How- 
ever, the use of profit as the indicator in a 
system with planned prices means that to 
some extent profit is realized as a result of 
the price system rather than efficiency. For 
example, in textiles until early 1983 natural 
cotton had a lower price than artificial fibres. 
This meant that two Shanghai textile factories 
with apparently similar size and efficiency could 
have profits differing by a factor of about 5 
(Zhou, 1982, p. 20). The exact form of the 
incentives differs between the types, with, as 
Reynolds (1982) argues, the ‘progressive’ 
type giving the greatest incentive but also the 
largest scope for negotiation and gamesmanship 
in deciding targets. 


(b) Extension of planning and marketing rights 

Once enterprises have met the targets of the 
state plan, they can decide what to produce 
next. However, they also have to obtain the 
raw materials and other goods needed as inputs 
in many cases. Some guarantees were given that 
plan quotas would not be increased so that the 
motivation to innovate and reorganize would 
not be stifled, though it is unclear how much 
these have been respected. More significant has 
been the reduction in plan quotas in many 
areas of heavy industry as part of readjustment 
policies to shift the balance of production 
towards light industry. Some factories had state 
plan targets cut by as much as 50% leading to 
great freedom very suddenly! 

Alongside these extended production plan- 
ning powers have come more rights to market 
an enterprise’s products. The extent of these 
again varies by sector. Thus the Sichuan No. 1 
Cotton Mill can only market about 2% of its 
production outside state distribution channels 
as cotton cloth is a product for everyday use 
and thus in heavy demand. Other factories 
market more — for example the Chongqing 
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Clock and Watch Company marketed 15—20% 
of its output. In sectors of heavy industry this 
ratio is even higher (interviews, September 
1981). 

Parallel to these changes came greater rights 
to conduct foreign trade and to retain a pro- 
portion (around 5%) of foreign exchange 
earnings for importing foreign machinery etc.., 
though Reynolds (1982, p. 133) states that often 
these rights were not honoured. In other cases, 
rights of direct marketing by enterprises have 
not been respected as in the case quoted by 
Lee (1981, p. 40) in Sichuan: ‘A cannery ... 
produced sixty tons of cans and requested the 
commercial department to absorb it but they 
did not give (an) answer. However, when the 
cannery succeeded in distributing the product 
and earned 40,000 dollars, the commercial 
department took 20,000 . . . without even 
giving a formal receipt. The cannery did not 
dare challenge the commercial department since 
it was afraid that the commercial department 
would make trouble for them.’ Even when 
these new rights have existed, they have not 
always been adequately protected. 


(c) Increased flexibility in labour management 

So far, this has been a contentious area and 
changes have been on a limited scale. Theo- 
retically, enterprises were given greater rights 
to recruit, promote and demote both cadres 
and workers as well as the power to sack 
workers on disciplinary grounds and to deter- 
mine their own pay and incentive systems. 

One aim here was to break the ‘iron rice 
bowl’ of workers and cadres in the state sector, 
i.e. the situation of each having a job for life 
with stable or increasing pay and little or no 
chance of losing one’s job. However this new 
policy of restricting job security has met with 
resistance from government departments, eco- 
nomists and workers (see White, 1983). The 
result is that actual dismissals appear to have 
been rare and quotable cases hard to find. An 
example in 1980 was that the Sichuan No. 1 
Cotton Mill dismissed only two workers and 
these were punished for long periods of 
absenteeism; this decision was approved by 
the mill’s workers’ congress. Most examples of 
dismissal on disciplinary grounds seem to 
have been extreme, although the picture is 
different at enterprises in China’s ‘Special 
Economic Zones’ for foreign investors. How- 
ever, some factories have reduced their work- 
face substantially, asin the case of the Shandong 
Experimental Plastics Factory which made 
about a third of its workforce redundant in 
1982 because it was ‘overstaffed and suffered 
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a long term deficit? (SWB/FE/7199/BII/10, 
quoting Dazhong Ribao, 8/11/1982). 

In fact, the ‘flexibility’ in labour manage- 
ment has been largely a matter of paying higher 
bonuses to workers. Wages seem to have 
increased significantly since the experiments 
began, and many of the experimental enter- 
prises we visited were paying bonuses up to 
the maximum allowed by state directives — 
usually an average of two months’ basic wage a 
year. 

To sum up, the system of experimental 
enterprises has spread to most of the relatively 
large and successful state enterprises and has 
made some impact on the way they are run. 
The most important change is that of right to 
profit retention and the funds (and incentives) 
this gives to enterprises. But it is important to 
bear in mind that those promoting economic 
reform in China see it only as a first step in 
the right direction. While few Chinese econo- 
mists today seek Yugoslav-style ‘market social- 
ism’, something more along the lines of the 
Hungarian economic reforms is seen as desir- 
able. This would mean increased separation 
of enterprises (as economic units) from direct 
state and Party control;~ the replacement of 
detailed centralized planning at all levels by 
planning of the main features of the overall 
economy combined with direct inter-enterprise 
contracting; and a reform of the price system 
such that profitability more accurately reflected 
efficiency, thus increasing the role of the ‘law 
of value’ — a Marxist concept with an ambiguous 
meaning in current Chinese economic debates. 

Whilst intended to have beneficial short- 
term effects, the reform strategy is essentially 
a major effort to increase the importance of 
intensive growth rather than extensive growth 
in the Chinese economy, i.e. to achieve economic 
growth by using resources (e.g. labour, capital 
goods and energy) more efficiently rather than 
by using more and more of them. In imple- 
menting this policy the aim is to stimulate 
technical innovation, both product and process, 
in existing enterprises rather than to rely upon 
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building new factories, perhaps using imported 
‘turnkey’ plants. This is to some extent reflected 
in the tax concessions given to those enter- 
prises making innovations (especially in Sichuan) 
and in the rights given to market new ‘trial’ 
products. For example, while the Sichuan No. 1 
Cotton Mill had little control over most of its 
marketing (see above) it could market all of 
its own ‘trial’ products. To achieve this shift 
from extensive to intensive growth, the reforms 
made in the experimental enterprises needed 
both to be maintained and extended — with 
reform of the price system usually mentioned as 
constituting the major block by many Teformers’ 
in our discussions with them in autumn 1981. 
However, since late 1980 industrial enterprise 
policy has evolved in a different, though not 
entirely contradictory way. To see why that 
happened we need first to analyse the results 
of the experimental-enterprise phase. 


(b) Results from the experiments in 
enterprise autonomy 


What were the economic results of the 
enterprise autonomy schemes? As the reforms 
in Sichuan have been the most advanced, we 
will begin there with financial figures from the 
Provincial Economic Commission (interviews, 
September 1981) and Shapiro (1981, p. 7) 
as shown in Table 1. 

The results for 1979 are clearly impressive, 
as (in general terms) were those for other 
areas (Lockett, 1981, Table 2). The performance 
of the experimental enterprises in both 1979 
and 1980 were better than others according to 
all three of these criteria. The fact that profit 
growth exceeded that of output indicates some 
increased efficiency, presumably as a result of 
the incentive to reduce ‘slackness’ in the 
enterprise, though it could also be a result of 
changes in product mix (see below) or in 
accounting techniques. The increase in profits 
remitted to the state (after the enterprises 


Table 1. Results of enterprise autonomy experiments in Sichuan 
(1979-1980) 


1979 1980 


Output value 

Total profit 

Profit remitted to state 
No. of enterprises 


+14.9% (+3.2%) 


+9.7% (+6.8%)* 


+33.2% (46.9%) +7.9% (2) 
+20.2% (+14.2%) -0.7% (2) 
100 (6000) 417 (S600) 


Note: Figures in brackets are for enterprises not in the experiment, except * which 


denotes all enterprises. 
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retained their share) supported the reformers’ 
contention that both state finances and enter- 
prises could be better off asa result of the new 
incentives. However, the 1980 figures look less 
good, with profits remitted to the state actually 
decreasing. In part this was a result of various 
price adjustments in fuel and other inputs, as 
well as the impact of readjustment policies. In 
part due to severe flooding, the 1981 figures 
would look worse again, as industrial output in 
Sichuan grew by only 2% (Chen, 1982).* Thus 
the pattern seems to be one of diminishing 
effectiveness in the short term, a situation like 
that in the USSR in the mid-1960s where similar 
reforms were implemented (Lockett, 1981). 
It is still too early to judge their long-term 
effectiveness in stimulating innovation, but 
in the short term these disappointing results 
began to give ammunition to political critics of 
enterprise autonomy. 

The explanation lies partly in prevailing 
economic conditions, particularly those flowing 
from the implementation of readjustment 
policies, and in the impossibility of getting 
rapid results indefinitely from simply taking 
up ‘slack’ in enterprises. But it also arises from 
the methodology of such experimentation, 
as the enterprises have not been selected 
randomly but purposively — they have been 
chosen because they are expected to do well 
by those favouring reform.® As a result, expan- 
sion of the experiment typically means reducing 
the ‘bias’ towards exceptionally good results, 
making the experiment appear less successful. 
However, other problems were even more 
important. 

Some of these were clearly the result of the 
partial nature of the reforms achievable through 
experimental enterprises. There is no doubt that 
the present price structure is irrational if 
enterprise profitability is to be the key criterion 
for judging performance and distributing funds. 
Previously fixed prices were usually maintained, 
given the lack of price reform, meaning that 
enterprises seeking to maximize profits would 
often gain more by switching the product mix 
to profitable lines than by increasing efficiency. 
Differences between sectors could to some 
extent be adjusted for by using different profit 
retention rates, with all the ensuing problems of 
negotiating these. But within an enterprise 
(given that many of them are in a ‘sellers’ 
market’), the state plan acted as the major 
constraint on concentrating on high-margin 
products, and some enterprises ignored the plan. 
As a result, there was a contradiction between 
encouraging profit-maximization and satisfying 
social needs, with stricter planning being seen 
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as the alternative to a thoroughgoing price 
reform. 

Associated with this was inflation. Since the 
early 1950s China has had a remarkable degree 
of price stability — with official consumer price 
indices showing increases of the order of 30% 
between 1950 and 1979 (Zhongguo Jingji 
Nianjian, 1981, VI-23), an average inflation 
rate of under 1% per annum. However, in 
1980 prices began to ‘shoot up’ in Chinese 
terms with retail price inflation of 6% (Yao, 
1981, p. 15). Given the emphasis placed on 
price stability in the past, such inflation was 
likely to lead to dissatisfaction, particularly 
amongst those whose incomes had not increased 
as a result of bonuses and other measures. 
While acceptance of higher inflation rates is a 
more or less inevitable consequence of reform, 
such problems were exacerbated by the ‘irra- 
tional’ price structure and the excess level of 
popular demand for consumer goods, par- 
ticularly those of higher quality. 

Another problem which a more complete 
reform could be expected to solve was the 
relationship between the state and enterprises. 
The lack of an effective legal framework 
meant that there was no stable boundary 
between enterprises and state industrial bureaux. 
As a result, managers experienced ad hoc 
changes of production-targets as well as the 
administrative transfer of machinery, equipment 
and staff disregarding the formal rights of 
the enterprise (Lee, 1981, p. 39). 

Other problems relate to the lack of skills 
and experience in Chinese industry in such 
areas as auditing and accounting. This has given 
rise to a greater potential for corruption or 
the development of ‘grey’ areas where economic 
advantage is gained from breaking the spirit 
(if not the letter) of economic policies. For 
example, one of Sichuan’s showpiece experi- 
mental enterprises, the No. 1 Cotton Mill, 
was accused of, ¥ 2.4 million (£3/4 million) 
worth of tax evasion, mainly by inflating costs 
(Jingji Guanli, 1981, pp. 11 and 59). Nationally, 
economic crimes such as corruption seem to 
have increased dramatically with a total of 
136,000 recorded in the first three-quarters of 
1982 (Zhao, 1982, p. 23). 

Within enterprises concern has been expressed 
that bonuses have been paid in a ‘disorderly 
way’, not being linked to productivity or other 
formal criteria. The State Council issued 
national regulations limiting the amount that 
enterprises can use for bonus funds in 1981, 
though these were relaxed a little later that 
year. But the extent of inequality of bonuses 
both within and between enterprises posed 
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problems. If bonuses were to be limited, the 
incentives for workers in successful experi- 
mental enterprises would be reduced, and if 
bonuses were less constrained, those workers not 
in these enterprises would become dissatisfied. 
While the problem of income inequality is a 
continuing one, the new experiments threatened 
to upset the existing situation. 

Perhaps the crucial factor in the evolution of 
policies towards industrial enterprises was the 
national impact of the reforms on the state 
budget. In the late 1970s about half the state 
revenue came from its share of enterprise 
profits, and much of the rest from ‘industrial 
and commercial tax’, a form of turnover tax 
on industrial and agricultural products. Between 
1978 and 1980 the revenue from the profits of 
state enterprises had dropped by almost a 
quarter. Even though tax revenue rose, the 
state was faced with falling income and rising 
expenditure as a result of large-scale capital 
projects, increased wages, agricultural subsidies 
and employment-creation efforts. The result 
was a large budget deficit in 1979 of ¥ 17 
billion and another of ¥ 12 billion in 1980. 
Though enterprise autonomy and profit reten- 
tion did reduce the need for state expenditure, 
it could not be guaranteed that profits handed 
over to the state would increase as the experi- 
ments were generalized. Thus there was a need 
for policies which could guarantee that the 
state obtained revenue from increases in profit, 
as well as a choice of whether to extend reforms 
to make a more coherent overall system or to 
try to reimpose more centralized control. 

Reformers around the end of 1980 saw the 
experimental enterprises as ‘only an initial and 
transitional step in the reform of the whole 
economic system’ (Tang, 1981, p. 58). How- 
ever, others saw the dangers posed to the reform 
project by the problems associated with the 
experiments. Among these was the future 
premier, Zhao Ziyang, who had initiated the 
Sichuan experiment. In March 1980 he argued 
that ‘We must not commit the same mistake 
as in the past when “a free rein leads to chaos, 
chaos forces us to rein in and once we rein 
in the thing becomes dead”’’ (Zhao, 1980, 
p. 2).© But opinion amongst top Party and state 
leaders was shifting away from giving priority 
to reform towards more short-term problems. 
The state budget crisis analysed above was 
one of these, while the other main question 
became that of ‘readjustment’. The readjust- 
ment of the national economy was argued to 
be necessary in order to shift the balance away 
from concentration on heavy industry towards 
consumer goods, from high rates of accumu- 
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lation to more moderate ones, and from pro- 
ductive towards non-productive investment. 
Those seeing readjustment as a priority saw 
the decentralization of decision-making powers 
to enterprises undermining the ability to 
pursue the readjustment ‘policies determined 
by the centre. During 1980 the view that 
readjustment had to be given priority over 
reform gained ground, with the conclusion 
that only those reforms which promoted 
readjustment should be allowed. By December 
1980 this had been discussed and approved by 
a Party Central Committee ‘Work Conference’ 
and became official policy (see Solinger, 1982). 
Thenceforth, enterprise autonomy experiments 
were to be limited to the 6600 already involved, 
and the phase of reform gave way to a new one 
in the industrial field. 


(c) Phase two: economic responsibility 
systems, 1981—1982 


One major aspect of these shifts in policy 
in 1980 was a shift back towards more centra- 
lized control, especially for major investment 
projects. Another was a cutback of heavy 
industry to such an extent that its output 
actually declined by almost 5% in 1981. But 
from the point of view of industrial manage- 
ment, the most important was the widespread 
introduction of ‘economic responsibility 
systems’ during 1981. This idea was put forward 
at the April 1981 national conference on 
industry and communications as a parallel to 
the ‘responsibility systems’ being adopted in 
agriculture. By July (at a State Economic 
Commission symposium) it was being presented 
as a ‘breakthrough’ in enterprise reorganization 
(Lu, 1981, p. 29), and especially during the 
second half of 1981 ‘responsibility systems’ 
spread rapidly amongst state enterprises. 
What were they, and how did they work? 

A first point to note is that the word ‘system’ 
implies more coherence than is in fact justified. 
As in agriculture, such ‘economic responsibility 
systems’ in industry tend to differ considerably, 
though essentially based on the definition of 
responsibilities and benefits through some form 
of contracting. Sun (1982, p. 1) defines an 
‘economic responsibility system’ as one ‘in 
which clearly defined responsibilities must be 
borne between the state and the enterprises, 
between enterprises among themselves, between 
various sectors within the enterprise and by 
workers in their productive activities. In simple 
terms, there is to be asound system of economic 
responsibilities at all levels and for each person.’ 
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Thus the idea of an ‘economic responsibility 
system’ is that it covers both inter- and intra- 
enterprise organization, and in both of these 
areas sets up rules to be followed. In practice, 
this has centred around contracts stipulating 
the enterprise’s responsibility for its profit and 
loss in the inter-enterprise field and for pay- 
ment systems within enterprises. 

These contracts have typically been profit- 
sharing ones, with enterprises ‘contracting’ with 
the state to provide a certain volume of profits. 
If this target is exceeded, the above-quota 
profits are divided in fixed proportions between 
the state and enterprise funds. If there is a 
shortfall, the enterprise must hand at least a 
proportion of this to the state from its own 
funds. Broadly this resembles the ‘progressive’ 
form of profit retention in the ‘experimental’ 
enterprises, though it is tougher on enterprises 
not meeting profit targets. Enterprises involved 
here may not have some of the other rights of 
experimental enterprises. On the other hand, 
they can include loss-making enterprises, as 
they are given a target figure for losses, rather 
than a profit target. It seems that in many such 
schemes it was guaranteed that the system would 
remain unchanged for a period of two to 
four years. 

Such ‘economic responsibility systems’ can 
be analysed in different ways, reflecting the 
alliance which agreed to their rapid diffusion: 

(i) From the viewpoint of reforming the 
economic system, these changes maintained 
the status of the 6600 experimental enter- 
prises. They also increased the scope of 
profit retention and enterprise profit and 
loss responsibility. So they can be seen as 
a disguised method for spreading economic 
reform, albeit at a reduced rate and under a 
different name. 

(ii) From the viewpoint of improving the 
state’s financial position, they give clear 
incentives to increase profits and hence to 
increase state revenue, as the state was 
guaranteed most of the profits above a quota 
(usually based on existing profit levels). 
In addition, it could tackle those loss-making 
enterprises largely ignored in the experimen- 
tal enterprise schemes. As well as the incen- 
tive to reduce losses, a number of measures 
were taken to increase the control of state 
organization over loss-making units. For 
example, in Liaoning Province a set of eight 
regulations was formulated to try to eliminate 
loss-making commercial enterprises. These 
regulations included monthly reporting to 
province-level bureaux, cuts in managers’ 
wages if ‘mismanagement’ led to losses in 
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two successive years, the dismissal or transfer 

of incompetent managers, and the closure 

or merger of persistent loss-makers (SWB/ 

FE/W1127/A/5—6, also Harris and Fine, 
p 1981); 

(iii) From the viewpoint of those advocat- 
ing improved techniques of centralized 
planning rather than focusing on reform, 
the emphasis of policy shifted away from 
experimental enterprises towards ‘industrial 
specialization and integration’. This meant 
creating industrial corporations with some 
powers over previously separate enterprises, 
aiming to cut down on duplicated produc- 
tion. So in 1980 over 5% of state enterprises 
underwent mergers or integration with 
others, and in 1981 even more were affected 
(SWB/FE/6878/BII/11—13). A nationally 
publicized example was the Chongqing 
Watch and Clock Factory which became 
the centre of a corporation involving 14 
more factories employing a workforce of 
11,000 and divided into specialized sub- 
groups (interviews, 19 September 1981; 
Tang, 1981). To some extent such speciali- 
zation was in line ‘with reform ideas, but 
these policies are probably more in line with 
the type of economic policies pursued in 
the GDR which has maintained a more 


centralized planning system than, say, 
Hungary. 
So aspects of ‘economic responsibility 


systems’ could be seized upon by those in 
favour of different strategies for longer-term 
economic development. In part this was because 
‘economic responsibility’ was more a set of 
ad hoc measures than a coherent policy. While 
it was pushed strongly in many areas, it was not 
until November 1981 that the State Council 
issued a circular on the subject.’ In the mean- 
time, the picture that had emerged showed 
that the effects were not quite as had been 
intended. In the first place, it did not reverse 
the downward trend in profit remittances to 
the state budget, which fell again in 1981 to 
approximately 60% of their 1978 level, largely 
as a result of the severe impact of readjustment 
policies on heavy industry. 

The profit-sharing aspect of ‘economic 
responsibility’ also led to problems. Compared 
with the care taken in calculating retention 
ratios for experimental enterprises, less was 
used in this phase, given the short time and 
large numbers of enterprises involved. The aim 
of getting quick results led to a tendency to 
make retention ratios for enterprises high. 
According to Sun (1982, p. 7) the system ‘had 
neither objective foundations, nor was it based 
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on detailed calculations’. So in practice the 
retention rates were probably higher than 
necessary to provide an adequate incentive for 
enterprises, leading to lower state revenue 
than would have been possible. 

At the same time, the concentration on 
enterprise profit retention led to the same prob- 
lems as were associated with experimental 
enterprises, but on a wider scale. Given the 
price system, some enterprises (as could be 
expected) went ‘against the objectives of 
socialist production’ by switching to more 
profitable product lines, reducing quality, 
raising prices and so on (Xu, 1982, pp. 4—5). 
Tax evasion was another problem, accentuated 
by inefficiency in tax collection agencies, with 
a nationwide investigation turning up ¥ 1.3 
billion of tax evasions® (Zhongguo Caimao 
Bao, 1982). Other enterprises practised more 
creative forms of fraud, for example, unofficially 
making highly taxed products such as fridges 
on their welfare budget and making them avail- 
able cheaply to their workers (see e.g. Liu, 
1981, p. 85). Here again the limited economic 
reforms made such practices more possible than 
in a more rigidly controlled planning system 
while the incomplete nature of reforms made 
them more profitable than in a ‘fully’ reformed 
economy. 

At the inter-enterprise level, therefore, 
‘economic responsibility’ was a label for profit- 
sharing contracts between enterprises and the 
state. To implement the theory behind it, 
responsibility would have had to be extended 
both to inter-enterprise contracts and to more 
aspects of the state/enterprise relationship, 
as was subsequently realized by more percep- 
tive Chinese economists and politicians who 
began to emphasize the importance of such 
measures as production costs and productivity 
(e.g. Gu, 1982; Xu, 1982, pp. 5—6). The logic 
of such analysis was that ‘economic responsi- 
bility systems’ could be ‘merely a temporary 
emergency expedient’ (Sun, 1982, p. 12) and 
not a substitute for either reform or more 
effective centralized planning.’ By 1982, the 
problems of ‘economic responsibility’ had 
been recognized and the focus of policies 
again shifted to a new phase of ‘consolidation’. 


(d) Phase three: consolidation, 1982 to date 


Given the problems of industrial manage- 
ment associated with the economic reforms and 
responsibility systems, and the widespread 
concern about the growth of corruption and 
other forms of economic crimes, the focus of 
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attention shifted again — to the ‘consolidation’ 
of industrial enterprises. This was signalled by 
the State Council in late 1981 when it approved 
a set of proposals from the State Economic 
Commission designed as ‘the most realistic 
method for tapping the potential of . . . enter- 
prises, achieving better economic results, and 
increasing revenues’ (SWB/FE/6877/BII/1). So 
what was this ‘enterprise consolidation’? 

The first point to make is that it was not a 
completely new policy, as two other ‘consoli- 
dations’ were already supposed to have taken 
place since 1976, though these were said to 
have been more limited (Xie, 1982, p. 2). A 
second is that it was aimed at the internal 
working of the enterprise, in particular its top 
managers, though covering many different 
aspects of its operations. Thirdly, its main 
method was generally to try to tighten up on 
these operations and to replace less competent 
leaders with more competent and younger 
ones. The State Economic Commission’s ‘six 
criteria’ for consolidation covered a huge range 
of tasks, the most important of which were as 
follows (according to Qiyve Guanli, 1982): 

(1) reorganize enterprises’ top management 

bodies; 

(2) strengthen economic responsibility 
systems, especially those within enter- 
prises rather than concentrating on 
profit sharing; 
consolidate basic management work, 
practising overall economic accounting 
and quality management (the latter 
being a priority in experimental enter- 
prises); 

‘strengthen political and ideological 
work’, especially ‘directed at the wide- 
spread phenomenon of slack labour 
discipline existing in enterprises’ and 
‘consolidating factory regulations’; 
‘strengthen democratic management’ 
(see below); 

‘consolidate financial and economic 
discipline’, in other words to tackle 
such problems as corruption and dubious 
deals by enterprises. 

What this has meant in practice is the sending 
into enterprises of teams, composed of officials 
from provincial and municipal industrial and 
Party organizations, to look at the way the 
enterprise is organized as well as to check up 
on its performance. As before, major elements 
of the policy are to raise state revenue and 
industrial efficiency, but the priorities now 
differ as the consolidation process has con- 
centrated heavily on large enterprises. This 
concentration is based on the fact that (accord- 


(3) 


(4) 


(5) 
(6) 
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ing to 1980 statistics) a mere 369 enterprises 
produce over 40% of the profits and tax handed 
over to the state while the top 1000 produce 
around 50% of state revenue from industry 
(SWB/FE/7180/BII/19—21). In terms of effort, 
concentrating on these large enterprises makes 
sense from the viewpoint of increasing state 
revenues, though less strongly from the view- 
point of production as these 1000-odd enter- 
prises produce just under a third of output. For 
example, in Sichuan the province’s governor 
made it clear that in 1982 consolidation would 
cover only ‘40 enterprises which pay high taxes 
or turn in high profits’ and that the criteria 
for consolidation were to be quality, output, 
‘economic result’ and ‘the magnitude of... 


contribution to the state’. Further, ‘Any enter- . 


prise failing to pass the examination will 
have to be reorganized again’ (Lu, 1982, pp. 
35—36). 

Thus the focus had shifted from inter- 
enterprise and state—enterprise relations to the 
internal management of factories as the key to 
industrial growth and efficiency — as well as 
to solving the continuing problem of the state 
budget.!° This involved changing the top 
management to make it more skilled in techni- 
cal and business issues as well as tightening up 
labour discipline and organization. It is too 
early to judge the results of this policy, in part 
due to the fact that it is scheduled to be imple- 
mented over a two to three year period (1982— 
1984). But like the ‘economic responsibility 
system’ phase, concentration on ‘consolidation’ 
is more of a temporary policy than a coherent 
plan. That it could be agreed to so fast indicates 
that it can be backed by those supporting 
conflicting long-term strategies of economic 
development, by both ‘economic reformers’ 
and proponents of central planning. In this 
respect, it cannot be seen as a long-term solu- 
tion and concentration on ‘consolidation’ tends 
to obscure long-term strategic questions. But 
the aim of improving the standard of manage- 
ment is probably a necessary precondition for 
the success of any strategy, while the need for 
such improvement has become more acute with 
the limited reforms implemented so far. We will 
therefore turn our attention to this question of 
the changing demands on management. 


3. CHANGING DEMANDS ON 
MANAGEMENT 


The process of economic reform poses a 
number of problems for those managing an 
enterprise. It requires a variety of new skills, 
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notably in the areas associated with determining 
inputs and outputs (sales and marketing, and to 
a lesser degree buying), economic calculation 
(e.g. accounting and enterprise planning), and 
technology (especially in feasibility and similar 
studies for innovation). It also implies changes 
in other areas of management, for example, 
labour management. In short, according to 
Wan Xiang (1980), it implies a transition ‘from 
bureaucrat to manager’, and poses major 
problems for existing managerial personnel. In 
concrete terms the educational and professional 
level of many Chinese industrial managers is 
relatively low, as recent surveys have shown.”! 
In addition, the more technically competent 
managerial and technical personnel may not be 
in senior positions within the factory, as they 
tend to be younger and more recently trained. 
These problems are compounded by the rela- 
tively centralized system of cadre allocation, 
through which factories may find, say, tech- 
nically incompetent ex-PLA cadres put in 
senior production management posts. 

Thus, both enterprise-level experiments and 
wider economic reforms pose problems both of 
the level and type of managerial expertise at 
enterprise level, and the way in which managers 
are allocated to jobs. The great expansion of 
enterprise management training for existing 
managers since 1977, the formation of the 
Enterprise Management Association, the pub- 
lishing of texts on management and the establish- 
ment of management courses in higher educa- 
tion, are all attempts to raise the managerial 
and technical level of Chinese enterprise manage- 
ment. Combined with increased attention to 
workforce training these may contribute to 
reducing the problems of shortage of qualified 
and experienced management personnel. How- 
ever, this shortage has always existed, and it 
will be a relatively long time before a signifi- 
cant impact can be made. In the short term, 
therefore, even the limited economic reforms 
have exacerbated existing shortages of mana- 
gerial skills by both increasing demand for these 
skills and posing new and unfamiliar demands 
on enterprise management. Thus the problem 
of an inadequate level of management skills 
will be a constraint both on the extension of 
economic reforms and on successful industrial 
performance for some time. 

So a crucial part of the context of Chinese 
industrial management is a gap between the 
level and type of management skills available 
and those which economic reforms would 
‘ideally’ require. A technocratic view of Chinese 
industrial management would see this gap 
(combined with questions of appropriate forms 
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of management organization) as the key to 
industrial progress. Whilst these are clearly 
important issues it is also vital to consider 
relations between managers and the workforce. 
For past Chinese policies, notably one-man 
management in the 1950s, ran into substantial 
resistance from the workforce whilst a reliance 
on material incentives in the form of bonuses 
in the early 1960s gave rise to a number of 
conflicts which were not easily resolved. In 


addition the policies pursued during and 
after the Cultural Revolution called into 
question many aspects of these relations 


between workers and managers, for example, 
the emphasis on the ‘two participations’ — 
workers in management, and cadres in manual 
work. The Cultural Revolution had a major 
impact on the Chinese working class. On the 
one hand, it gave workers a limited say in some 
areas from which they had previously been 
excluded and led to the airing of many critical 
ideas as well as reducing managerial control in 
areas such as labour discipline, which has 
resulted in greater problems of managerial 
legitimacy than in many socialist countries 
particularly amongst younger workers. On the 
other hand, the wages and other material 
benefits of workers broadly stayed the same 
for over 10 years (for example, average earnings 
in state enterprises were ¥ 595 in 1957 and 
¥ 602 in 1977), reducing the material incen- 
tives for better work at either an individual or 
collective level. Thus, dissatisfaction with 
wages and incentives, and the problem of how 
to deal with the divisions within the workforce 
over the fairness of new material incentives, 
posed constraints for enterprise management. 

These problems have been exacerbated by 
the switches in policy over the last two decades 
as well as the changing nature of the industrial 
workforce. The policy changes reduce the 
potential for incentive schemes to work as 
people are always suspicious of their per- 
manence. Also, although reliable figures are 
not available, it does appear that absenteeism 
and other forms of labour ‘indiscipline’ increased 
substantially during the 1970s. Generally, the 
current supply of younger workers does not 
have the experience of older ones, particularly 
those who worked before Liberation or even 
the 1950s and early 1960s. In particular, they 
do not have experience of emphasis on economic 
efficiency and also, in some cases, of fairly 
strict managerial control to achieve this aim. 
In Shanghai surveys indicate that the number 
of workers with pre-1949 experience is only 
4% and that young workers who began working 
in factories in the 1970s are now a majority of 
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the workforce (Jiefang Ribao, 1981). This 
has been accentuated by recent policies designed 
to solve youth unemployment, which have 
‘replaced a large number of skilled old workers 
with unskilled young ones’ (Yang, 1982, p. 23). 
In practice this has created problems for 
managers concerning their own legitimacy as 
these younger workers are less likely to passively 
accept management orders, while their lack of 
skills and experience may make previous forms 
of managerial control less effective. 

For these reasons, a number of Chinese 
economists and reformers began to see the 
relations of managers and workers at the enter- 
prise level as a key issue. It was argued that 
without greater commitment from the work- 
force, economic reforms would not succeed — 
or at least would be impeded. As a result, 
reform of enterprise management systems 
was needed. As well as general questions of 
the relationship between the CCP and economic 
organizations, the potential role of democrati- 
zation of enterprises was discussed. 

Thus, Ling (1979) saw ‘democratic manage- 
ment’ as one of the five conditions for success 
in economic reform. For Ling argued (1979, 
p. 8), 


The expanded financial powers of the enterprise 

. must be based on an expansion of the demo- 
cratic rights of the employees; otherwise petty 
bureaucratism will supplant big bureaucratism, a 
command mentality on the part of factory heads 
and [Party] secretaries will replace the command 
mentality on the part of administrative leadership, 
and the system reform will turn out to be a reform 
in name only. 


Such views have been put forward by other 
economists, who have also noted trends to 
worker-participation in advanced capitalist 
economies (e.g. Wan, 1980; Jiang, 1980) and 
criticized Soviet industrial management for its 
lack of democracy (Wan, 1980; Liu, 1979). 
Democracy in management was also seen as 
a guarantee against the type of degeneration 
of socialist enterprises noted in earlier Chinese 
criticisms of self-management (Jiang, 1980, 
pp. 69—70; see also Lockett, 1981). Generally, 
in the conception of economic reform held by 
a number of influential economists, some form 
of democratization of management was seen 
both as a means of resolving problems and 
conflicts (e.g. in the area of labour discipline) 
and as a means of realizing socialist ideals of 
making workers the ‘masters of enterprises’.’ 
The question of the methods by which this 
could be done was a complex one, as well 
as being subject to the decision-making struc- 
tures of the CCP. In practice, the approach 
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adopted was, to a large degree, a return to the 
policies of the mid-1950s, and was first out- 
lined in late 1978 by Deng Xiaoping, who 
announced policies to promote the election of 
managers and the formation of workers’ con- 
gresses. These reforms have, at least in theory, 
been the basis of changes towards a more 
democratic form of industrial management and 
will be examined’in the next section. 


4. DEMOCRACY AND ECONOMIC REFORM 
(a) Election of managers 


At the Ninth National Congress of the All- 
China Federation of Trade Unions in October 
1978, Deng Xiaoping announced that ‘work- 
shop directors, section chiefs and group heads 
in every enterprise must in the future be 
elected by the workers in the unit’ (Beijing 
Review, 20 October 1978, p. 7). From 1978 
official CCP policy was to start a process of 
encouraging the election of managers (below 
the level of factory directors) which constituted 
a new development in industrial democracy in 
China. From the point of view of the leader- 
ship, what are the advantages of advocating this 
form of shop-floor democracy? 

A preliminary analysis suggests that election 
of managers appears to solve some of the 
problems of managerial legitimacy, a legitimacy 
which had been seriously eroded by the impact 
of the Cultural Revolution and other factors 
dutlined in the previous section. However, whilst 
pressures for democratization and problems of 
workforce motivation were significant factors 
behind the new policy-line, we would argue that 
the crucial factor was the desire of the CCP and 
State leadership to improve the efficiency of 
management and to reform the cadre system. 

The objectives of the new leadership were to 
create a technically skilled managerial stratum, 
removing, as far as possible, the cadres who 
owed their position to political manoeuvring 
and patronage rather than competence. Such a 
policy objective faced a number of problems: 
first, despite the upheavals of the Cultural 
Revolution years, the system of lifetime tenure 
for cadres was so deeply entrenched that 
removal of managers was likely to be bitterly 
resented and would increase middle-level 
opposition to the reform programme asa whole. 
The new regime did not feel able to override 
such resentments by a process of new appoint- 
ments from above because there was a second 
general problem, namely the credibility of the 
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Party. As Gray (1982, p. 302) points out, the 
Party had destroyed much of its own moral 
authority in the Cultural Revolution with 
young workers being particularly disillusioned. 
But beyond the general problem of the position 
of the Party lay the third difficulty: the new 
leadership had a deep distrust of many of the 
local and factory-based party committees who 
would be responsible for implementing a top- 
down ‘rooting-out’ of incompetent managers. 

Faced with these problems of the mechanisms 
of legitimating an intended change in the- 
management of enterprises, the appeal of 
factory elections was obvious. Whilst opposition 
to an election process did exist, it was intrin- 
sically more difficult to justify resistance to 
removal of cadres by the workforce, who, in 
the official ideology of the CCP are ‘masters 
of the enterprise’. Moreover, there was good 
reason to hope that the outcomes of elections 
would be, from a technocratic viewpoint, as 
good or better than appointments from above. 
Given the constraints on enterprises, the 
pressure for profits (or the reduction of losses) 
and the moves towards linking workers’ incomes 
to economic performance, managers with 
inadequate technical training and administrative 
ability are unlikely to prove popular with 
workers. Thus it was hoped that the main 
target of an intended shake-up of management 
would be hit by democratic elections, especially 
as in all cases higher level state and Party 
organizations have the right to vet elected 
candidates. 

To what extent has this election of managers 
been implemented? The available data is 
summarized in Table 2 which makes it clear 
that, although the system of elections still does 
not cover the majority of enterprises, neverthe- 
less (on the face of it) the shift towards the 
election of shop-floor managers has proceeded 
remarkably quickly. However, we know of 
no explanation for the apparent decline in the 
election of workgroup leaders. This may be 
because of the usual problems with Chinese 
statistics, such as different methods of data 
collection, or it may reflect a real decline in 
elections at grassroots level. Certainly there 
have been problems concerning elections, and 
we encountered one case (the Chongqing 
Clock and Watch Company) where the election 
of workgroup leaders had been abandoned 
after a brief trial in 1980 for reasons that were 
far from clear (Interviews, 19 September 1981). 
More generally, there has been a significant 
degree of managerial opposition to elections, 
with a variety of objections to control-from- 
below expressed in terms of the supposed 
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Table 2. Election of managers 


% of % of 
state ind. state ind. 
June 1980 enterprises June 1982 enterprises 
Workgroup and 
Ais eae 33,200 40 29,400 35 
Workshop directors 
and deputy directors 11,000+ 13 14,800 18 
Factory directors and 
deputy directors 1000 approx. 1 8900 11 


Sources: SWB (14 March 1981); SWB (12 June 1981); Interview with ACFTU (8 September 1981); Beijing 
Review (28 June 1982). The base for the percentages in 84,000 — see Lockett, 1982, p. 226. Percentages are 
rounded. The June 1980 figures were said to be based on ‘incomplete statistics’. It is not clear when the ‘June 


1982’ figures were actually collected. 


need for secrecy in management work and 
the possibility that the workforce will not 
make the ‘right’ choice (e.g. see Xinhua, 1980). 
Moreover, the spread of elections has not been 
uniform. In Guangdong Province it proved 
unusual for us to find a factory which had any 
form of elections during a research trip in 1982. 
For example, at the Guangzhou No. 2 Cigarette 
Factory there were no elections of any kind and 
the factory director was definite that there were 
no such plans for the future (Interview, 
29 September 1982). 

Table 2 also indicates that the extension of 
elections to senior managers and especially 
factory directors has been a more limited 
process. This was certainly our impression in 
Sichuan Province where it was stated in 1981 
that only one of the 400-odd experimental 
enterprises had an elected factory director. In 
Guangdong Province, representatives of the 
Economic Commission stated that they 
knew of only a handful of firms (out of 5280 
state enterprises) where the factory director 
was elected (Interview, 5 October 1982). By 
contrast, at the end of September 1982, 447 
enterprises in Beijing had elected their directors 
(SWB/FE/7204/BII/16). 

Despite the obvious slowness of some 
provinces in changing over to the election of 
factory directors, the views of the top Party 
leadership were clarified by the ‘Provisional 
Regulations on the Work of State Factory 
Directors’ issued in 1982. These stipulate that 
in all state enterprises workers’ congresses 
should elect their directors who are then 
approved by higher authorities (SWB/FE/ 
7204/BII/16; see also the views of Feng Wenbin, 
1980, p. 20). Presumably it is such high-level 
support which has resulted in a particularly 
rapid advance of election of factory directors 
from 1981 (when a figure of around 1000 


was still being quoted) to the 1982 total of 
8900. 

Apart from the diffusion of factory elections, 
there is the question of methods. In general, 
the method of election has not been standard- 
ized. Indeed, as with the local government 
elections at county level, there seems to be a 
good deal of confusion and ignorance about 
representative democracy (Goodman, forth- 
coming). Some of the elections have been 
contested ones, and some not; some of the 
elections have involved secret ballots, e.g. the 
Zigong Steel Casting Plant in Sichuan (Su, 
1982, p. 105), whilst others have involved votes 
at public meetings, for example, the Beibei 
Glassware Factory, Sichuan (Interview, 20 
September 1981). In relation to factory direc- 
tors, some of the elections have been direct, 
whilst most have been limited to the represen- 
tatives of the workers’ congress (Interview with 
the Beijing Municipal Trade Union Council, 
10 September 1981). Perhaps most crucially, 
the pattern of nomination has varied from fac- 
tory to factory. Generally, most of the argument 
goes on before the election, so the process 
of nomination is crucial. In some cases the 
trade union collects opinions amongst the 
workers and produces a list of names — as at 
the Beibei Glassware Factory; in other cases, 
standing committees of the workers’ congress 
perform this task, e.g. the Guangzhou Linen 
and Silk Company (Interview, 28 September 
1982), whilst at other enterprises the Party 
plays a significant role. 

The Beijing Leather Products Factory 
provides an interesting indication of the develop- 
ment of factory elections. It was stated that 
most of the top factory management including 
the director himself were ‘elected’. Detailed 
questioning made it clear that the present 
factory director having taken up his post in 
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1978 was elected by the workers’ congress in 
1981. There were no other candidates. Having 
been elected, the factory director submitted 
a list of five other deputy directors to the 
congress for discussion and approval. These 
nominations were then accepted by congress 
and the managers duly ‘elected’ (Interview, 
5 September 1981). This example illustrates 
some of the problems in talking about demo- 
cratic elections in China: the potential for 
manipulation is considerable, and even where 
this does not occur, higher administrative 
levels and the Party may still exert considerable 
influence. Candidates may not be nominated 
or voted for if it is known that their election 
would not be approved. 

In sum, since 1978 there have been extensive 
moves towards the election of lower-level 
managers and surprisingly large steps towards 
the election of factory directors. However, 
elections have faced problems of obstinate 
opposition from middle-level cadres, who see 
their power and privileges being challenged if 
they are subject to control from below. More- 
over, even if elections do occur, industrial 
democracy in China takes place subject to a 
higher-level veto power on the outcomes. 


(b) Workers’ congresses 


Workers’ congresses consisting of elected 
representatives of the workers and staff of an 
enterprise are not new: they have existed at 
various times in Chinese industry. They were 
abandoned in the Cultural Revolution, although 
various other types of representative bodies 
(usually excluding staff members) did play a 
significant role especially in the late 1960s and 
early 1970s. However, since 1978, workers’ 
congresses have been promoted more systemati- 
cally than in the past and their powers have 
been extended. Anindication of this continuity, 
broken by the Cultural Revolution, is provided 
by the Guangzhou Linen and Silk Company: 
their congress was first set up in 1958 and ran 
through until 1966. It was re-established in 
1975 and has continued to function since then 
(Interviews, 28 September 1982; also see 
Beijing Review, 8 June 1979). 

Our research data (covering 29 factories) 
indicates that workers’ congresses re-emerged 
between 1975 and 1979, although there was 
no formal national framework for their opera- 
tion until June 1981, when the ‘Provisional 
Regulations Concerning Congresses of Workers 
and Staff Members in State-Owned Industrial 
Enterprises’ were promulgated. These regulations 
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make it clear that the congresses are not to be 
seen as simply consultative or advisory bodies, 
but are the ‘organs of power’ through which 
workers and staff are to take part in decision- 
making to supervise cadres (Article 2). The 
main powers of the workers’ congresses set out 
in Article 5 are: 

(1) to scrutinize the directors’ production 

plans and budgets; 

(2) ‘to discuss and decide on the use of the 
enterprise’s funds for labour protection’, 
welfare (including housing allocation), 
and bonuses; 
to decide about any proposed changes 
in the structure of management, the 
payment system or training; 
to supervise leading cadres, to the extent 
of making reports to the higher authori- 
ties; 

(5) to arrange the elections of leading cadres. 

The power (on paper) of workers’ congresses 
is therefore wide-ranging, but other clauses in 
the 1981 Regulations make it clear that this is 
no charter for workers’ control. In particular, 
Article 3 spells out that decision-making 
powers of the congress must be exercised in 
accordance with the Party’s principles and 
policies. 

Apart from the leadership of the enterprise 
Party committee, the other centre of power 
within the post-Mao factory is the management 
hierarchy. What happens if there is a policy 
difference between congress and management? 
The answer to this question is not clear in the 
Regulations, but if the factory director obtains 
the support of higher officials in, say, the 
industrial bureau then Article 7 would come 
into play: 


(3) 


(4) 


When a workers’ congress differs with a decision 
or directive from the higher organ of the enterprise, 
(qiye zhuguan jiguan), it may put forward its 
own suggestions. If the higher organ decides to 
uphold the original decision or directive after 
discussing and examining the congress’ opinion, 
the workers congress is obliged to carry out the 
decisions or directive. 

Clearly workers’ congresses are a limited 
experiment in participation. Moreover, as 
Saich (1982) underlines, the power of the 
congresses are further restricted by the fact 
that they are not permanent bodies. Article 11 
specifies that congresses will not have a standing 
committee; instead, the enterprise trade union 
undertakes administrative work before and 
after a congress is convened and is its ‘working 
organ’ (Article 16). However, it is intended 
that meetings will be convened at least every 
six months (Article 12).!* 
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According to the Regulations, representatives 
are elected by the workers and staff (including 
managers) for a two-year term of office and 
are subject to recall. These rules are similar to 
those prevailing in Yugoslavia in relation to 
workers’ councils. In addition Article 8 of the 
Chinese regulations specifies that workers must 
constitute at least 60% of representatives with 
‘appropriate representation’ guaranteed to 
technical and administrative staff, young 
workers and women workers. However, as the 
Yugoslav experience indicates, numerical repre- 
sentation does not necessarily lead to signifi- 
cant influence (e.g., see Ramond, 1979). 

The general picture across China seems to 
be that the institutionalization of workers’ 
congresses has been more successful than that 
of the election of managers. Indeed, the growth 
of workers’ congresses has been fairly rapid 
since the introduction of new management 
policies in late 1978. This was partly a result of 
imitation of the forms of workers’ congress 
which had existed in the 1950s and 1960s. 
Table 3 gives some indication of the spread 
of workers’ congresses by autumn 1981. 


Table 3. Extent of workers’ congresses 
in certain areas, 1981 


Area % of state enterprises 
Beijing 88 
Shanghai 80 
Sichuan 60 
Shandong 60 
Guangdong 40 


Sources: Interviews, 1981; Harris and Fine, 1981; 
Nanfang Ribao, 26 October 1981.15 


From the end of 1981 there have been 
concentrated efforts to introduce workers’ 
congresses to all large and medium enterprises 
and achieve a néar-total coverage in all the major 
industrial cities (Beijing Review, 28 June 1982). 
For example, representatives of Guangzhou 
Trade Union Federation claimed that by October 
1982, 90% of all industrial and communication 
units in Guangdong has established workers’ 
congresses (Interview, 4 October 1982), a 125% 
increase over the previous year. Of course there 
are still areas (primarily the outer, less indus- 
trialized provinces such as Guangxi) which 
are reporting a lower density of congresses. !® 
Even in the Special Economic Zones some 
efforts have been made to set up workers’ con- 
gresses, though not in the foreign-owned or 
foreign-dominated enterprises (Interviews, 
September/October 1982). 
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The rapidity of the diffusion of such con- 
gresses raises questions about their effectiveness 
in providing workers with channels of influence 
and communication. Some early reports of 
workers’ congresses indicated that they were 
just consultative bodies and their influence was 
low (e.g. FBIS, 7 December 1978). This lack of 
influence was reflected in Chinese criticisms of 
some of them being ‘held . . . only for the sake 
of formality’ and so not gaining ‘the wide 
attention of the masses of workers’ (Lin, 1980, 
pp. 6 and 8), or as ‘nothing but rubber-stamp 
organizations without real power’ (Qian, 1980, 
p. 16). Even in February 1982, Gongren 
Ribao was urging workers and managers to 
‘Make a success of this year’s workers’ con- 
gresses’, and warning against formalism: 


If we hold a congress for the sake of holding a 
congress, without adequate preparations and with- 
out laying the situation before the masses and 
presenting them with the facts, the congress will 
merely be a formality to-give workers’ represen- 
tatives the chance to raise their hands. This kind of 
formalistic workers’ congress is a completely 
futile exercise. (Gongren Ribao, 22 February 
1982, p. 1.) 


Apart from Chinese criticisms and exhor- 
tations, some Western observers have viewed 
the re-emergence of workers’ congresses with 
scepticism, arguing that beyond the ritualized 
performances ‘the powers of workers to inter- 
vene directly in the running of enterprises 
either through assertion of their economic 
rights or in political criticism of management 
was to be substantially reduced and hence- 
forth channelled through the Party’ (Henley 
and Chen, 1981, p. 90). 

Detailed evidence with which to assess the 
above arguments is still lacking. Analyses by the 
Chinese trade unions in 1981 led to statements 
that only a quarter of congresses were per- 
forming their job well, 60% were ‘not so 
effective’ and 15% were in a dormant state 
(Interview with the ACFTU, 8 September 
1981). Another small piece of evidence can be 
provided by asking shop-floor workers two 
questions: ‘Do they know who their workers’ 
congress representative is?’ and ‘Do they know 
what was discussed at the last meeting of the 
congress?” As most readers will be aware, 
asking such questions on a Chinese factory 
floor hardly amounts to survey conditions. 
Nevertheless, the results are interesting. Out 
of 25 workers interviewed in nine different 
factories in Guangdong, only five knew the. 
identity of their congress representative, 
whilst only two knew what had been discussed 
at the last meeting of the congress. For example, 
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a young apprentice working at the Guangzhou 
Watch Company in the final assembly shop had 
no idea about the workers’ congress. It could 
be argued, and was argued by the factory 
director, that this young worker had not been 
in the factory for very long. However, in the 
Guangzhou No. 2 Cigarette Factory an experi- 
enced worker who had been there for ten years 
and who was working ona British-made Molins 
cigarette machine tool proved to be equally 
ignorant. In the Shenzhen Printing Factory, 
which was a model experimental plant with a 
workers’ congress electing the factory director, 
a worker on a German Web offset machine in the 
Printing Shop not only knew nothing of the 
workers’ congress but did not know that the 
election of the plant director had taken place. 
(Interviews in 1982 in nine enterprises in 
Guangdong Province including two factories in 
Shenzhen Special Economic Zone.) 

Given the low rates of participation and 
low degree of knowledge shown by many 
British workers about various industrial demo- 
cracy schemes, perhaps the results above should 
not surprise us.” Nevertheless, it does suggest 
that the Chinese criticisms concerning ‘formal- 
ism’ should be taken seriously, and that any 
claims to have achieved widespread grassroots 
industrial democracy in Chinese factories should 
be treated sceptically. 

The above argument does not necessarily 
mean that all congresses are ‘rubber-stamp’ 
operations: a group of activists may provide 
a significant check on managerial decision- 
making. Is there any evidence that this is 
happening? So far the evidence suggests that 
workers’ congresses have achieved some influ- 
ence over the areas of factory housing and 
collective welfare. The funding and allocation 
of housing has been one of the main areas of 
the congress’s activities. In a number of cases 
they have taken over responsibility from 
management for the allocation of housing to 
workers, as the housing shortages in many 
areas make this a particularly contentious 
issue. 

Beyond the areas of housing and welfare it 
is still unclear whether workers’ congresses 
are generating policy alternatives and actively 
monitoring the performance of management. 
Investment and budget decisions are, of course, 
crucial long-term policy decisions and it should 
be remembered that in the 6600 experimental 
enterprises it is the workers’ congress which 
formally decides the division of retained profits 
between reinvestment, collective welfare and 
bonuses.’® In practice this power is limited by 
various local and state regulations. Neverthe- 
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less, within these regulations (and sometimes 
outside of them) the congresses have seemed to 
be a pressure point towards increased bonus 
provision as well as increased welfare spending. 
Some economists, notably Ma Hong (1980) 
and Jiang Yiwei (1980) have put forward the 
radical proposal that the workers’ congress 
replace the Party committee as the main policy- 
making body in the enterprise —a move towards 
the Yugoslav type of system within enterprises. 
The issues involved here are not just those of 
industrial democracy, perhaps more important 
is that of the appropriate role for the Party. 
The advocates of self-management are seeking 
to extricate the Party from day-to-day manage- 
ment and the detailed aspects of production so 
that any failures to achieve economic or pro- 
duction success are not laid at the door of the 
Party. This policy-line did lead to a small- 
scale experiment approved by the State Council 
and involving 44 enterprises beginning in 1980. 
However, some of these factories have suspended 
this experiment in self-management, and during 
1982 there was little debate over the proposals 
to make the workers’ congress the policy 
authority. (For a fuller account of this debate, 
see Lockett, 1983, pp. 244-248.) Indeed, 
the emphasis of economists seems to have 
shifted, with, for example, Xue Muqiao warning 
in May 1982 that such self-management can 
degenerate into ‘departmentalism’ and, 


Therefore, the workers’ autonomy in the State- 
owned enterprises is only allowed to be relative 
and not absolute. The leaders of the enterprises 
should not be responsible only to the workers’ 
congresses of their enterprises. They should also 
be responsible to the organs at a higher level. 
This is especially true for the party committees. 
They should represent the common, long-term 
interests of the people of the entire country and 
should supervise the implementation of the state 
plans and the policies and decrees of the state 
in their enterprises. (Guangming Ribao, 19 May 
1982, p. 3.) 


So, although ideas of substantially expanding 
the role of workers’ congresses have been pro- 
posed by influential economists and government 
advisers, the general climate of opinion now 
does not favour these, while the actual per- 
formance of workers’ congresses as agents for 
industrial democracy is still limited. 


5. CHANGES IN THE COLLECTIVE 
SECTOR 


So far this paper has concentrated on changes 
in management in the state sector of industry. 
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To complement this, this section will look at 
how the situation of the urban collective sector 
has changed. First, some of the changes of views 
about the collective sector and how it should 
be run in theory are discussed, followed by an 
analysis of what has actually happened in the 
last two years. The urban collective sector is 
a significant part of the economy of China’s 
towns and cities, particularly in terms of 
employment. In 1981 it had 25.68 million 
workers and staff — almost one-quarter of the 
national total (State Statistical Bureau, 1982). 
It also produces many ‘daily use’ consumer 
goods and services, as well as playing a role 
in new sectors such as electronics. As Table 4 
shows, it is divided up into two main parts, 
both of which have substantial direct links 
with the local state apparatus, despite formally 
being owned by the workers in an individual 
enterprise or group of enterprises. 


collectives faced discrimination in terms of 
labour, materials and energy allocation. ‘Small’ 
collectives, in which pay and benefits are lower, 
probably had greater variety in terms of the 
way they were run. However, some argued that 
the performance of ‘small’ collectives was 
better than ‘big’ ones as there was a smaller 
chance of subsidy and a closer link between 
economic performance and rewards. These 
were supported by case studies, for example, 
of enterprises which had made the transition 
‘upwards’ from ‘small’ to ‘big’ and whose per- 
formance dropped sharply (Liang, 1980; Zhu, 
1980). A further conclusion from the debates 
was that although in theory workers in collective 
enterprises had the right to elect managers 
and exercise ultimate control, actual practice 
was different (Li and Huang, 1979; Zhao, 
1979): 

From this debate came both an important 


Table 4. State and urban collective sectors (late 1970s) 


Theoretical level 
of profit and loss 


responsibility 
Type of Formal Administrative (before economic 
enterprise ownership superior body reform) 

State Whole people Specialized Municipal All state 

Bureau (or central enterprises 
Ministry) 

‘Big’ collective Members of Municipal Second Bureau Group of 
group of of Light Industry (or enterprises 
enterprises specialized Municipal 

Bureau) 

‘Small’ collective Members of District or Neighbourhood Individual 
individual Management Bureau enterprise 
enterprise (under local government) 


Theoretically, the suspicion of collective 
Ownership and the assumption that it was 
inferior to state ownership has been challenged. 
In a debate which started around 1978 a number 
of research reports and more theoretical articles 
have seen advantages in collective ownership 
and have suggested that the state sector can 
learn from it (e.g. Liu et al., 1980). One major 
aspect of this was an attempt to characterize 
the collective sector in terms of the reality of 
its operation rather than an idealized theoretical 
view. The broad conclusion was that ‘big 
collectives’ were operated in a similar way to 
state enterprises, except in the area of financing 
(e.g. Guangming Ribao, 1979; Xiao et al., 
1980, pp. 221—222) since the group of enter- 
prises in a particular area was effectively self- 
financed. Also workers had lower pay and 
welfare than in state enterprises, and ‘big’ 


theoretical question and a number of more 
concrete policy proposals. The theoretical 
question was whether it was correct to see a 
transition to state ownership as the long-term 
future for collective enterprises. While the 
past orthodoxy that this was ‘correct’ was 
implicitly or explicitly adopted by some, 
others such as Zhu (1980) began to challenge 
this, arguing that it was better to see both 
state and collective ownership moving towards 
a third form of ‘direct social ownership’.!? 

In terms of more concrete policies, it was 

argued that there should be: 

(a) elimination of systematic discrimination 
against collective enterprises, e.g. in 
materials allocation; 

(b) increased effective profit retention by 
enterprises; 

(c) improved wages and conditions, with 
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removal of barriers to collective workers 
earning more than state sector ones, and 
restoration of year-end profit-sharing 
bonuses; 
reduction of direct control by state 
bodies, and greater separation between 
the local state apparatus and collective 
enterprises; 
greater independence in supply and 
marketing; 
(f) more democratic management through 
implementing workers’ theoretical rights; 
(g) changes in the profit/loss responsibility 
system of ‘big’ collectives towards 
individual enterprise responsibility. 

Most of these appear to have been accepted 
in principle by those involved in the debates, 
and have been emphasized in press reports 
and policy statements. There was, however, 
particular controversy over item (g) at the 
1980 Conference on the Theory of the Urban 
Collective Economy in Shenyang, with critics of 
the ‘big’ collective system arguing that it was 
‘equalitarianism and indiscriminate transfer of 
resources’ (ping tiao) rather than further pro- 
gress towards socialism (Zhongguo Baike 
Nianjian, 1981, p. 401). Thus the changes 
advocated in the urban collective economy 
were broadly similar to those in the state 
sector, although they represented more the 
restoration of existing theoretical rights to 
collective enterprises and their workers than a 
new path of development. But in doing so, the 
importance of the collective sector had been 
re-emphasized, particularly in the development 
of smaller cities and towns where ‘big collec- 
tives’ linked with agriculture and other industrial 
enterprises were seen as a desirable model for 
development, as in Changzhou (Wu and Li, 
1979) and Weihai (Xiao et al., 1980). 

In the area of increased autonomy and 
profit retention, some moves were made in 
Sichuan from about 1977 in the form of 
reduced taxes, although it seems that Liaoning 
was the first province to try to shift ‘big collec- 
tives’ systematically over to individual enterprise 
responsibility for profit and loss starting in 
mid to late 1979 (Zhu, 1980; Tian, 1980; 
SWB/FE/W1084/A/17; Zhuang et al., 1981), a 
reform which has been followed elsewhere to 
a more limited extent. The proportion of 
after-tax profit retained by individual enter- 
prises has also generally been increased, al- 
though there are regional differences in the 
systems used as well as differences between 
‘big’ and ‘small’ collectives. In mid-1981, for 
example, in Shanghai ‘small’ collectives and an 
experimental group of 17 ‘big’ collectives 


(d) 


(e) 
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retained 40% of profits, while most ‘big’ collec- 
tives retained only 20%. In Sichuan in contrast 
‘big’ collectives under the Second Light Industry 
Bureau retained 70% of after-tax profit. 


Some of the systematic discrimination against 
collective enterprises has been relaxed (for 
example, explicit rules that collective workers 
could not be better-off than state sector ones), 
although continuing complaints make it clear 
that it has by no means disappeared. One aspect 
of this is in payment systems, as bonuses have 
been reinstated including ones from profits 
at the end of the year. However, at least in 
Shanghai changes in this area seemed to be 
slower than in the state sector with most 
collectives having standard bonuses not related 
to enterprise performance. Yet the relative 
wage level of collective sector workers did 
appear to be improving, particularly that of 
‘small’ collective workers who are on basic 
wage scales fixed by the Shanghai Municipality. 
They had received an increase of over 10% as 
part of a shift from daily to monthly wage 
rates, and there were plans for further increases. 
Although these might be comparable to state or 
‘big’ collective wages, the lack of welfare bene- 
fits and a low maximum for workers (¥ 42 or 
¥ 45 in mid-1981 plus ¥ 3 bonus) still makes 
them an unattractive place for the longer term. 

Democratization of the collective sector has 
been taking place but (as in the state sector) 
not as fast as might appear from policy state- 
ments. Some of the newer youth cooperatives 
may well be more democratic than more 
established ones, although no_ systematic 
information exists. But in many places such 
aspects of democracy such as elections of 
managers have only been implemented on a 
trial basis so far. 

Finally, more general questions of manage- 
ment, the reforms in the collective sector as 
well as more general economic reforms, and the 
readjustment policies have a number of impli- 
cations. One is that increased autonomy does 
pose new challenges, both to enterprises and to 
the local bureaux in charge of, or guiding, 
collective enterprises. Changing market con- 
ditions have led to greater pressure on less 
efficient units as well as competition on quality 
grounds. Even in expanding sectors such as 
small electrical consumer goods, which used to 
be a sector in which it was easy to survive even 
with low quality products, economic life has 
become tougher, due both to more enterprises 
producing goods and to price changes. Also, 
the economic readjustment and reforms increas- 
ing the extent of market allocation of raw 
materials and intermediate products have eased 
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the supply problems of collective enterprises. 
To take an example, the very successful Shanghai 
Hongkou District ‘Baihua’ Electric Fan Factory 
has expanded not only by taking on new 
workers but also through ‘takeovers’ of less 
successful local collectives. The impact of 
reform and readjustment has been to change 
the main problem for management, from trying 
to obtain raw materials supplies from unused 
stocks in state enterprises and other unofficial 
means, to the marketing of the finished pro- 
duct?! 

One can see the changes in industrial manage- 
ments in the collective sector as broadly similar 
to those in the state sector, although specific 
features of its position in the economy do 
affect its development. In the course of these 
changes, one can see a reduction in the diver- 
gence between a theory of collective economy 
of democratic independent enterprises and the 
reality of the way they have been run in the 
past. 


6. CONCLUSIONS 


The evolution of industrial enterprise policy 
since 1978 has not been the smooth progres- 
sion towards some form of market socialism 
based on quasi-independent production units 
envisaged by some reformers as well as some 
Western observers (e.g. see Watson, 1982, 
pp. 116—117). Indeed, some analysts argue 
that the economic reforms in industry are 
so marginal that ‘the Chinese industrial enter- 
prise today remains more tightly bound within 
a web of bureaucratic central planning than in 
most East European countries’ (Reynolds, 
1982, p. 119). But such a conclusion overstates 
the degree of inertia. It is true that there are 
severe obstacles to the reform process such as 
a lack of a legal framework, economic laws 
and institutions. As we have said, this has 
resulted in a lack of a stable boundary between 
enterprises and State bureaux, which could 
be exploited by those agencies (such as the 
State Bureau of Materials Supply and the 
Ministry of Foreign Trade) who appeared to 
resist economic changes. Moreover, bureau- 
cratic inertia can be justified by (i) the financial 
problems created by the reforms, such as the 
threat of inflation after an era of price stability 
and the disastrous decline in central state 
revenues; and (ii) the apparent ideological 
problems, particularly the concerns about 
economic corruption. However, despite the 
obstacles to reform, our research indicates 
that the reforms have had a significant impact 
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in changing managerial behaviour in many 
provinces and that, for the moment at least, 
fundamental reform is still possible. Though 
the policies of economic responsibility in 1981 
and enterprise consolidation in 1982 represent 
some concessions by market reformers to the 
widespread concern about inflation, economic 
crimes and profiteering, nevertheless China is 
now probably at the juncture which the Soviet 
Union reached in the late 1960s — the reforms 
can be swallowed up in a mire of political and 
financial difficulties or re-emerge as a major 
force in the mid-1980s. 

The economic reforms in Eastern Europe 
(with the exception of Yugoslavia) left the 
internal organization of enterprises largely 
unchanged. The relations between managers 
and workers, and the respective positions of 
managers, party committee and trade union 
committee persisted in the same mould. This 
raises the point that there is no necessary link 
between economic reform and democratization. 
In practice, the Chinese leadership has linked 
the economic reforms to increased enterprise- 
level democracy. The enlargement of an enter- 
prise’s power to manage its own affairs has 
been seen to require a change in the system of 
leadership, but it is not yet clear how deep- 
rooted a linkage this is. At present the con- 
solidation policy seems to shift emphasis away 
from democratization, partly because demo- 
cratic ideas threaten certain segments of both 
Party and management. 

In China at present it appears that the forms 
of democratic self-management may be diffused 
more rapidly than economic reform. But as 
we have argued above, there is a major gap 
between the form and the content of democracy 
in Chinese enterprises. The current powers of 
workers’ congresses and the scope for electing 
managers are limited, although we did find that 
workers’ congresses were often not just ‘rubber 
stamp’ bodies. It would require more research 
and more time to establish whether in China 
developments will be similar to those in Yugo- 
Slavia and elsewhere. It may well be the case 
that the emerging pattern is one where the 
workers’ congress does exert some degree of 
control over issues relating to workers’ welfare 
but is less influential in the area of business 
policy. In this latter area economic reforms 
tend to increase the need for managerial and 
technical expertise, and to reduce apparently 
powerful democratic bodies to the role of 
approvers of management policies. : 

Another issue raised is whether democrati- 
zation would be possible without economic 
reforms above the enterprise level. Brus (1975) 
has argued that enterprise autonomy is a 
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necessary precondition for the exercise of 
effective influence by workers. In the past the 
Chinese arguments had been like those of 
Bettelheim who argued that only with demo- 
cratic planning could workers as a whole have 
control over industry. Our research indicates 
that there is a ‘trade-off’ as a result of economic 
reform in which the increased autonomy of 
enterprises does give rise to problems of, for 
example, inequality in wages (which are not 
seen as fair), yet centralized planning creates 
similar — or worse — results. Thus if Chinese 
industry were to be democratized further it 
will still require strong but limited elements of 
planning which are themselves responsive to the 
workforce. 

The final question which we raised in the 
Introduction was whether the economic reforms 
provide any solution to the pressing problems 
of Chinese industry? The pushing of blame 
onto the ‘Gang of Four’ and much of the dis- 
cussion of economic reform has ignored the 
fact that to a large extent China’s problems are 
those of success rather than failure (see e.g. 
Xue, 1980, p. 37). Over the past 30 years 
China has succeeded in establishing an industrial 
base which makes it one of the world’s leading 
producers of many industrial goods. Even in 
the so-called ‘ten-year period of chaos’, indus- 
trial production more than doubled. It is in the 
context of the success of this pattern of exten- 
sive growth (using large amounts of labour and 
capital) that current problems of poor product 
quality, productivity, technical level and lack 
of fit between supply and demand must be seen. 
In the longer-run, therefore, it is likely that a 
fairly full implementation of the economic 
reforms would lead towards a switch to a more 
intensive pattern of growth. 

But there are two problems. The first, which 
has not really been encountered yet, is the 
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social and economic cost of such a reform 
programme in such areas as inequality and 
competition as well as the possibility that price 
stability will be replaced by at least limited 
price inflation. This is clearly a political choice 
which has not been clarified. The second 
problem — the main one at present — is the 
cost of transition from the current situation to 
that envisaged by the ‘reformers. The present 
state of partial reform is in many ways worse 
than either the alternatives of better planning 
or more reform. Many of the current problems 
attributed to reform are actually those either 
of transition or the lack of progress in areas like 
price structure. Thus the problems of the present 
state of limited reform are being used to dis- 
credit reform as a whole. Our view is that while 
there clearly are problems with the reform 
‘programme’, its opponents do not recognize 
so clearly the problems of the Chinese economy 
and the management of industrial enterprises 
and do not provide a coherent alternative 
strategy for intensive growth to achieve the 
planned target of 7.2% increases in industrial 
output per year for the rest of the century. 

Given the political divisions in China, it is 
possible that what appeared to be a decisive 
movement towards reform in 1978 and 1979 
will turn to inertia. In the short-term this 
situation may appear beneficial but is likely 
to be harmful in the long run. The increased 
incentives to enterprises are offset by irration- 
alities such as those resulting from many enter- 
prise ‘economic responsibility systems’. Advo- 
cates of economic reform in China not only 
have to do more work on the nature of the 
balances between plan and market, and between 
democracy and direction, but also need to be 
able to show how the transition to this state 
can be achieved. 


NOTES 


1. This is similar to the reforms in the USSR in the 
1960s, and in fact the initial results were more or less 
identical (see Lockett, 1981, p. 104). 


2. See Tang (1981); also information from visits, 
1981. Reynolds (1982) argues that the ‘simple’ type 
of profit retention is more advanced than the ‘pro- 
gressive’ one, but in practice it seems that they have 
been implemented as alternatives rather than as a 
progression. 


3. This aspect was emphasized by a number of 
reformers concerned with what they saw as too much 
direct Party intervention in the management of 


industry. Instead they wished to shift to more indirect 
forms of control. For example, Jiang Yiwei (1980, 
p. 63) argued that, 


The State organs of political power should be 
separated from economic entities. The State would 
exercise leadership over economic entities and 
supervise them from without, and should not direct 
their daily activities as a superstructure within them. 


4. In Shapiro (1981, p. 7) the 1981 figure is given 
as 24.2% which appears to be a printing error as a 
variety of sources give the figure of 20.2% (e.g. Chen, 
1982), although Kasper (1982, p. 166) quotes 24%. 
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5. This has been noted both by Western analysts 
such as Oksenberg (1982, p. 167) and by Chinese 
economists. For example, Yang Jisheng (1982, 
p. 23) noted that ‘. . . the enterprises selected for 
experimentation are not representative because they 
possess some favourable conditions which ordinary 
enterprises never have’. More generally the weakness 
of some statistics and the lack of either controlled 
experiments or detailed analysis of the results is a 
feature both of assessment of economic results and of 
investigations into industrial management. While in 
part this reflects the desire to get things done and 
shortages of resources for more rigorous studies, it is 
also a result of the politically sensitive nature of 
experiments in the industrial sphere. 


6. A similar statement was made by Jiang Yiwei 
(1980) in a paper circulated to the State Council. In 
this he argued that unless reform was carried out 
thoroughly there would be ‘a recurring cycle’ in 
which ‘centralization leads to rigidity, rigidity leads 
to complaints, complaints lead to decentralization, 
decentralization leads to disorder, and disorder leads 
back to centralization’ (1980, p. 55). For 1980 one 
might see the incomplete reforms putting China in the 
fourth stage of the cycle. 


7. Three months before then, we had been told 
that all enterprises in Sichuan Province were using 
some form of ‘economic responsibility system’ or 
other form of reform (interview, Sichuan Economic 
Commission, 16 September 1981). Other areas have 
reported 100% coverage, for example, Shanghai 
(Zhou, 1982, p. 26). 


8. This included (but was not limited to) industrial 
enterprises and was on a national scale. Other local 
cases in Yunnan and Liaoning provinces are given by 
Liu (1981, p. 85). 


9. This section has largely ignored the intra-enter- 
prise aspects of ‘economic responsibility’. Broadly it 
involved further shifts towards payment systems 
based on output or similar measures. These have 
ranged from forms of piecework to more limited 
production bonuses. Just as concern was expressed 
over profit retention ratios, the lack of connection 
between bonuses and actual output has been a subject 
of concern for economists concerned with increasing 
productivity. Other aspects of responsibility systems 
in some enterprises have included various forms of 
internal contracting between workshops, and the 
setting up of detailed systems of internal regulations 
down to the level of individual workers (see e.g. 
SWB/FE/7177/C/1—S and 7180/BII/21—23; Shu, 
1981). 


10. A parallel shift has been to recognize the 
importance of improving the performance of existing 
enterprises rather than relying on new ones for tech- 
nical innovation. A report in December 1982 (SWB/ 
FE/7203/C/10) indicated that such analyses had 
been accepted by the State Council which had ordered 
the relevant bodies to ‘put forward concrete plans’ 
to achieve this aim. 
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11. For example, according to Wan (1980) the 
Shanghai Number One Machinery and Electricity 
Bureau surveyed 2000 ‘production management 
cadres in 64 enterprises’ and found that only 1.6% 
were graduates or equivalent. Another survey of 
leading cadres in over 2000 enterprises in the machinery 
industry showed 14.3% had university level education, 
21.4% senior middle school or college level, and 64.3% 
primary or junior middle school education. He con- 
cluded (unfairly in our view) that ‘The bureaucratic 
system of economic management in China is the worst 
and most backward in the world’. 


12. It should be noted that the great majority of these 
young workers will be better educated than their 
predecessors, even if they have fewer industrial skills. 
Also, while Chinese commentators place most of the 
blame on the continuing influence of Cultural Revo- 
lution ‘leftism’, to a large extent these problems result 
from broader social changes in such areas as demo- 
graphy. 


13. Another major area covered was the role of trade 
unions themselves. Due to space constraints these 
changes have not been included in this paper, but are 
outlined in Littler and Lockett (1982) and Lockett 
(1983). 


14. Though there are provisions under Articles 14 
and 15 for the congresses to set up working committees 
for investigation, collecting proposals and monitoring 
the implementation of congress decisions. 


15. Like many Chinese statistics the accuracy of 
these figures is not clear. In addition, though all 
these figures were published or given to us around the 
same time (September/October 1981), the date of 
their collection is also unclear. 


16. It was reported in December 1981 that only 
14.2% of all grassroot units had established workers’ 
congresses in Guangxi ‘according to incomplete 
statistics’. (FBIS China Report (Econ. Affairs) 198 
(21 January 1982), JPRS 79916, pp. 57-58.) 


17. It should also be noted that Guangdong Province 
may not be typical of the whole of China. According 
to Nanfang Ribao (26 October 1981, ‘Guangdong 
Enterprises Institute System of Workers’ Congress’), 
‘on the whole, democratic management of enterprises 
is still backward in our province’. 


18. Apart from the 6600 experimental enterprises, 
the State Council decided in late 1978 that enter- 
prises fulfilling over half of their plan targets would 
get additional funds for collective welfare and ‘reward- 
ing oustanding workers’. The use of these funds had 


to be approved by the workers’ congress (see Lockett, 
1983, p. 242). 


19. See also Yu (1980, p. 15) and Wang et al. (1981). 
One can see a shift in this direction by Xue Mugiao 
between his 1981a and 1981b. A view similar to Zhu 
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Chuan’s but coming instead from the unofficial 


on Shanghai, and representatives of Sichuan Second 
‘democracy movement’ is given by Siwu Luntan 


Light Industry Bureau (September 1981). 


(1979). 


20. Information from discussions with Liu Gang 


21. Information from visit (25 September 1981). 
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Agriculture Looks for ‘Shoes that Fit’: 
The Production Responsibility System 
and Its Implications 


ANDREW WATSON* 
Centre for Asian Studies, University of Adelaide, Australia 


Summary. — By the end of 1981 problems clearly recognized within the communes included 
low productivity, the failure to accumulate funds for modern inputs, inefficient and corrupt 
cadres, hidden unemployment, inability to stimulate growth in other than major crops and 
disappointingly low levels of peasant incomes in many counties. In north China, peasants in 
1980 began to divide up the collective fields of communes into smaller plots for cultivation by 
households and labour groups. Since then the face of China has been altered — physically, 
politically and organizationally — by the creation of the ‘responsibility system’ largely outside 
party control and influence. ‘Document 75’ of September 1980 sanctioning some form of 
‘production responsibility system’ was itself overtaken by events, as a bewildering variety of 
forms emerged, swamping the cadres. Practice was rapidly expanding beyond the theoretical 
discussions, or pronouncements of officials like Du Runsheng The paper describes each of the 
many forms of contracting between peasant groups and the State now current in China, with 
estimates of the relative proportions of the accounting units involved in each type (Table 3). 
New contradictions are already emerging in the changed rural set-up, partly because farm 
management problems bear similarities to those that confronted the open-field strip farming of 
the European Manor, while the incentive to have more hands on family farms contradicts official 


Chinese population policy. 


1. INTRODUCTION 


The growth of the production responsibility 
system in the Chinese countryside since 1979 
has brought about fundamental changes in the 
operation of the rural economy. These changes 
have been as profound in their implications as 
the formation of cooperatives and communes in 
the 1950s. Initially conceived as a reform in the 
methods of labour management, the system has, 
in all but the richest areas, reduced collective 
organization to its most skeletal form and 
decentralized most farming activities to the 
family unit. As a result, the people’s commune 
is no longer seen as the sole model for rural 
development or even as the most appropriate. 
Its structure is being revised to separate its 
governmental and economic functions, and 
experiments with alternative forms of organi- 
zation are taking place. Even more significantly, 
the production responsibility system has led 
to the creation of new types of ‘economic 
associations’ (jingji lianheti). These are owned 
and operated by peasants quite independently 
from the existing administrative and Party 


structure. Although still very much at a forma- 
tive stage, such associations are now seen by 
some Chinese to offer an entirely new basis for 
a process of agricultural modernization guided 
by ‘objective’ economic stimuli. In many parts 
of China these changes have been dramatically 
symbolized by the physical transformation of 
the landscape as the large collective fields have 
been subdivided into strips of various sizes for 
farming by individuals and households. China’s 
agriculture is thus set to embark on a radically 
different path of development from that which 
characterized the twenty years between 1958 
and 1978. 

These changes have taken place at the same 
time as similar but independent developments 


* This paper is based on work being undertaken 
jointly with Dr. Greg O’Leary of the South Australian 
College of the Arts and Education, supported by 
grants from the Australian Research Grants Scheme. 
It has also benefited from the comments of partici- 
pants in the ‘China in Transition’ Conference held at 
The Contemporary China Centre, Queen Elizabeth 
House, Oxford, September 1982, especially Peter 
Nolan and Mark Selden. 
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have occurred in Vietnam.” As has been the 
case there, two types of arguments have been 
made to explain the reasons for a radical 
revision of the collective system. First, there 
has been the growth of a form of economic 
rationalism with stress being laid on the obser- 
vance of ‘objective’ economic laws, on the need 
to use the market to help regulate the economy, 
and on the use of economic levers such as 
pricing, credit and taxation to implement 
central policies. Second, there has been acknow- 
ledgement of many internal structural problems 
in the operation of collective agriculture and 
the planned economy. In China, these con- 
siderations have not only brought about changes 
in commune operation. They have also led 
to reform in such things as methods of 
marketing, pricing policy, banking, credit 
regulations and planning methods. The pro- 
duction responsibility system must therefore 
be seen alongside many other developments 
which have combined to transform the estab- 
lished system of collective agriculture. Given 
the political, social and economic advantages 
that many once ascribed to the commune 
model, this extensive retreat from collective 
farming has both forced a re-evaluation of 
previous claims and also raised many new 
questions about the value of collectivization 
for development in peasant countries. 

It is not only outside China that these events 
have been interpreted as the abandonment .of 
collective agriculture in favour of family 
farming. As abundant discussion in the Chinese 
media has made clear, many within China 
also regard them as a retreat to the forms of 
organization that existed in the early 1950s and 
before. They feel that ‘more than twenty years 
of socialism have been all for nothing’. Such 
views are countered by the claim that so long 
as the collective ownership of land is not 
abandoned the situation is not the same as 
individual farming, and that ‘the production 
responsibility system characterized by contract- 
ing output to households is not a negation of 
collective agriculture but a rational form of 
management of collective agriculture for the 
real situation in China at the current stage’. 
This position is justified in ideological terms by 
the argument that in large areas of the Chinese 
countryside the relations of production em- 
bodied in the commune system had exceeded 
the level of development of the forces of pro- 
duction. Turning Mao’s criticism of people 
who opposed cooperativization in the 1950s 
as ‘women with bound feet’” against him, it is 
now argued that ‘leftist’ policies in advance of 
the forces of production had made agriculture 
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‘put on shoes that were too big so that she 
couldn’t move’ and that it is necessary to find 
‘shoes that fit’.® 

Whatever the merits of such arguments, 
ultimately a variety of political and economic 
factors have contributed to the retreat from 
collective farming that has taken place. In 
what follows, it will be argued that one of the 
most basic has been the failure of the com- 
munes to improve the level of rural incomes 
which has led to a loss of peasant support for 
the existing collective system. In part this has 
been the result of the price structure for 
industrial and agricultural products which has 
worked to the disadvantage of agriculture 
over a period in which the use of modern 
inputs has greatly increased. In part it has 
been the result of the failure to raise the 
productivity of agricultural labour significantly 
while at the same time providing alternative 
employment for the growth in the rural labour 
force. Thus while the productivity of some 
peasants has gone up and the total number of 
days worked per year has also increased, large 
numbers of rural labourers have remained 
relatively underemployed. Although many of 
the causes of these problems were outside the 
control of the communes, poor management 
and low incentives within the collectives con- 
tributed significantly to the difficulties faced. 
Having examined these issues as factors forcing 
change in the collective system, I shall then 
trace the evolution of the production responsi- 
bility system and analyse the nature of the 
different forms it has taken. This, in turn, will 
lead to a consideration of the new organiza- 
tional and economic problems that the system 
has brought with it. Finally, I shall briefly look 
at the new kinds of economic associations that 
have emerged in response to some of these 
problems. I shall conclude by summing up the 
overall impact of these developments and their 
implications for the future development of 
Chinese agriculture. 


2. RELATIVE PRICES AND 
RURAL INCOMES 


Despite considerable efforts to keep the 
costs of modern inputs down, the growth in 
the use of such things as machinery, fertilizers 
and plastics in the Chinese countryside over the 
twenty years from 1958 to 1978 substantially 
increased production costs per unit of output. 
Given the low prices for agricultural products; 
the high yields already achieved in the most 
productive areas and the general policy of 
stressing grain production even on relatively 
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marginal land, this led to a decline in the returns 
from investment in agriculture and to a situation 
where collectives produced high grain yields but 
still had low incomes. At the same time the low 
agricultural prices and the high profit and tax 
rates set for light industrial goods meant that 
the overall terms of trade between industry and 
agriculture tended to work against agriculture. 
While this enabled the state to accumulate 
substantial funds from the agricultural sector, 
the net result was that increases in agricultural 
production were -not matched by equivalent 
improvements in peasant incomes and living 
standards. The collective system thus worked 
to channel modern inputs into agriculture and 
to meet the demands of the state, but it did so 
at the cost of peasant support by failing to raise 
peasant incomes significantly except in a 
minority of communes where locational advan- 
tages of investment in subsidiary undertakings 
provided a basis for increased distribution. 

According to the 1981 Zhongguo Jingji 
Nianjian, the level of modernization in Chinese 
agriculture rose substantially over the period 
from 1957 to 1975.’ The total horsepower of 
agricultural machinery increased from 1.65 
to 181.91 million, while the machine-ploughed 
area grew from 2.636 million hectares (2.4% of 
cultivated acreage) to 33.203 million hectares 
(33.3%). During the same period the machine- 
irrigated area increased from 1.202 million 
hectares (4.4% of the irrigated area) to 22.889 
million hectares (52.9%). In addition, fertilizer 
application went up from 3.3 to 53.8 kg per 
hectare. Clearly not all of this machinery was 
continuously available for use and there were 
considerable problems of poor serviceability, 
bad management and shortage of fuel, spare 
parts and integrated sets of equipment. 
Nevertheless, there was a significant improve- 
ment in productivity per unit area. In terms of 
sown acreage, grain yields rose from 1.46 tonnes 
per hectare in 1957 to 2.35 tonnes per hectare 
in 1975 and cotton yields from 284 to 480 
kg per hectare.” Since sown acreage includes 
double-cropping, the growth in the value of 
output per unit of cultivated land was sub- 
stantial. 

Despite the above achievements, however, 
the returns measured in terms of the growth of 
collective income were much lower. As Zhan 
Wu has pointed out, from 1965 to 1977 the 
motive power of agricultural machinery in- 
creased by 830% and the supply of chemical 
fertilizer by 260%. Over the same period, how- 
ever, production costs went up by 130% and 
the gross income from agricultural production 
only grew by 80%.'° This meant a decline in 
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the returns from investment in modern inputs. 
A survey of 2163 units in 23 provinces, for 
example, revealed that during the same years 
grain yields increased by 36% but production 
costs went up by 54% and the value of the 
labour day declined from ¥0.70 to ¥0.56, 
a reduction of around 20%.'! One commune 
reported that machine transplantation of 
seedlings could save 7660 labour days at a 
cost of ¥ 120,000, equivalent to ¥ 1.57 per 
day saved. Since the value of the labour day 
was under ¥ 0.80, however, the costs were 
higher than if hand labour had been used.’ 
Similarly, Su Xing reported a survey from Hebei 
province which showed that both production 
costs and labour costs had increased. In 1965, 
production costs for 100 jin of cotton and 
wheat were ¥ 64 and ¥ 13, respectively. By 
1976 these had risen to ¥ 112 and ¥ 15. Asa 
result, production costs had grown from 26.5% 
of output value to 40.2%. The reason was 
increased expenditure on fertilizers, pesticides, 
irrigation and machinery. Furthermore, the 
amount of labour used per mu of wheat had 
gone up from 19.1 to 33 days and per mu of 
cotton from 42.6 to 49.8.> In this situation, it 
is not surprising to find that some peasants in 
the suburbs of Beijing in 1981 referred to their 
small 12 h.p. tractors as ‘beng-beng qiong’ 
(pop-pop poor), meaning the more the engine 
sounded, the poorer they became. 

The same case is made by Zhang Liuzheng 
who notes that between 1965 and 1977 the 
gross income of basic accounting units went 
up by 83.6% (a more precise figure than Zhan 
Wu’s) while income distributed to commune 
members rose by only 24.3%. Taking price 
inflation into account, he argues that ‘in reality 
there was no improvement in living standards 
and in some areas there was a decline’.! Despite 
this limited growth in distributed income, Zhang 
goes on to argue that between 1957 and 1977 
the value of the labour day itself declined by 
33%.)> He attributes this to the combination of 
increased collective expenditure on welfare, 
education and health, reduced state support as 
more activities became locally financed (min 
ban), larger administrative levies, and increased 
production costs with the lack of a correspond- 
ing rise in the purchase prices for agricultural 
products. While there may be uncertainties 
about the statistics behind this argument which, 
in any case, discounts the value of collective 
services to peasants, any decline in the value of 
a day’s work may be expected to have had a 
significant impact on incentives for peasants 
to work hard and on peasant support for the 
collective generally. 
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The general issue of the relationship between 
industrial and agricultural prices is more com- 
plex, given the acknowledged problems in the 
structure of prices in China. Certainly in terms 
of prices it is possible to show that over the 
period since 1949 the ‘scissors’ gap between 
agriculture and industry has steadily closed. 


Li Bingkun, for example, quotes figures to - 


show that between 1950 and 1978 the purchase 
price for agricultural products rose by 107.3% 
while the rural selling price for industrial 
products rose by only 9.8%. In addition the 
exchange value per 100 jin of wheat, paddy, 
rapeseed, ginned cotton and fat pig in terms of 
salt, refined sugar, cotton cloth, matches and 
kerosene all rose substantially.’° Other authors 
quote similar figures. 7 Nevertheless, as efforts 
at price reform since 1978 have shown, it is 
generally accepted that the price structure does 
not fully reflect the costs of production and the 
relative productivity of industrial and agricul- 
tural labour. Su Xing states that between 
1952 and 1977 labour productivity in industry 
went up around 50%. He argues that the drop 
in industrial prices has not reflected this relative 
change." Li Bingkun estimates that if allow- 
ances are made for differences in productivity, 
agricultural prices in 1977 were at least 34% 
below ‘value’ and industrial prices at least 
19.6% above. He concluded, therefore, that 
compared to 1952 and 1957 the ‘scissors’ 
gap had widened.’? While statistical calculations 
of this kind are problematic given the unreli- 
ability of many reported figures in China, it is 
clear that a major problem in calculating agri- 
cultural prices is the value to be assigned to 
agricultural labour. Furthermore, as Liang 
Wensen has pointed out, there were fewer 
price adjustments between 1966 and 1978 than 
between 1950 and 1965.71 In the recent 
period state procurement prices for agricultural 
products rose by only 11.9% while the retail 
prices of industrial goods sold in the country- 
side dropped by 7.2%. Thus the rate of improve- 
ment in price differentials slowed down over a 
period when the rural consumption of industrial 
products increased. 

In effect, therefore, the price differences 
between industrial and agricultural products 
have been an important factor in state accumu- 
lation from the agricultural sector. This is 
clearly acknowledged by Dong Fureng, 


Ths historical ‘scissors’ gap between agricultural 
and industrial prices cannot be closed overnight 
and its existence has provided a way of concentra- 
ting agricultural accumulation in the hands of the 
state. The major mechanism has been the high 
profit made on light industrial products manu- 
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factured using agricultural raw materials. The 
amount accumulated in this way has been much 
greater than that accumulated through taxation.” 


The same point is also forcefully made by Su 
Xing who states that around two-thirds of light 
industrial products are sold in the countryside. 
Since both profit rates and tax rates in light 
industry are fairly high, a large proportion of 
state accumulation has to come from agriculture. 
In the 1950s, for example, a cigarette factory 
with a production capacity of 280,000 boxes 
per year could recoup its invested capital within 
two months, a sugar factory with a capacity of 
30,000 tonnes would take ten months and a 
cotton textile factory with 100,000 spindles 
and 3500 looms would take fifteen months.”* 
Li Bingkun estimates that as a result of these 
factors, between a third and a half of state 
financial income in 1977 was derived from the 
agricultural sector.” 

While state accumulation from agriculture 
has been substantial, it has not been matched 
by direct state investment back into agriculture. 
Liang Wensen states that between 1952 and 
1979 just 12% of some ¥ 630,000 million 
accumulated investment went to agriculture.”° 
Furthermore, this only represented a limited 
proportion of total investment in agricultural 
production. According to Zhang Liuzheng, 
statistics from one province indicate that of 
¥ 15,000 million invested in agriculture from 
1949 to 1979, 24% came from the state and the 
remainder came from within the collectives.7® 
Agriculture, therefore, not only contributed to 
accumulation for industrial development but 
also had to rely on its own resources for most 
of its own investment. Inevitably this also restric- 
ted the extent to which peasant incomes could 
grow. 

Despite the various weaknesses in the statis- 
tics quoted above, the evidence put forward 
demonstrates that in terms of production costs, 
relative prices and levels of accumulation the 
burden on agriculture was considerable. While 
most of these factors were outside the control 
of the collectives, they combined to restrict 
the extent to which peasant incomes could be 
increased. It is reasonable to assume that this 
contributed significantly to the loss of peasant 
support for the collective system. 


3. LABOUR PRODUCTIVITY AND 
RURAL LIVING STANDARDS 
FROM 1958 TO 1978 


Despite the initial problems when the com- 
mune system was established and the subsequent 
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fluctuations in policy towards such things as 
private plots and rural markets, throughout 
the period from 1958 to 1978 there was never 
any indication that the socialist development 
of Chinese agriculture could be other than a 
steady progression in terms of ownership, 
management and accounting up through the 
three-level structure. It was never accepted 
that differences in endowment, location and 
structure of production might require dif- 
ferences in the nature of economic organi- 
zation. Still less was it accepted that poor areas 
practising subsistence farming might benefit 
from a less collectivized system. On the con- 
trary, the opposite position was taken and it 
was argued that where material conditions 
were poor, the collective organization of the 
peasants could provide the means for economic 
growth and social change. In the absence of 
capital, therefore, the mobilization of labour to 
start the process of accumulation lay at the 
heart of the commune as a model for rural 
development. it was assumed that using a 
combination of inspirational leadership and a 
reasonably egalitarian distribution of the bene- 
fits of economic growth, the commune would 
ensure a steady increase in the productivity of 
rural labour. 
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In practice, the results have been less clear- 
cut. The evidence suggests that there has been 
considerable regional variation in the rate of 
improvement in labour productivity. Further- 
more, any improvement that has taken place in 
communes has been partially offset by the large 
increase in the size of the agricultural labour 
force over the period from 1957 to 1978 (see 
Table 1). Despite the achievements in agri- 
cultural modernization and in raising yields 
noted above, the effective use and expansion 
of labour-saving machinery in the countryside 
has been hampered by the need to develop 
alternative employment both for the labour 
displaced by mechanization and for the new 
additions to the labour force. While increased 
multiple-cropping might have been expected to 
absorb some of that labour, it was estimated in 
1979 that complete mechanization would 
displace some 90% of the then labour force 
of approximately 300 million.?” The diffi- 
culty in dealing with such a large reserve of 
labour was a major tactor contributing to the 
reassessment of mechanization policy that 
took place during 1978 and 1979 and led to 
the switch in emphasis away from the mechani- 
zation goals originally put forward for 1980 and 
1985, towards agricultural technology that 


Table 1. The productivity of agricultural labour in terms of grain output 
(1957-1978) 


Total agricultural 
social labour 
Year force (millions) 
1957 193.10 
1958 154.92 
1959 162.73 
1960 170.19 
1961 197.49 
1962 212.78 
1963 224.68 
1964 228.03 
1965 233.98 
1966 242.99 
1967 251.67 
1968 260.65 
1969 271.19 
1970 278.14 
1971 284.00 
1972 282.86 
1973 288.45 
1974 291.91 
1975 294.95 
1976 293.87 
1977 292.67 
1978 294.26 


Grain output 
per labourer 
(kg per person) 


Total grain 
output 
(million tonnes) 


1955 1010.1 
200.0 1290.9 
170.0 1044.7 
143.5 843.7 
147.5 746.8 
160.0 751.9 
170.0 756.6 
192.5 844.1 
194.5 831.2 
214.0 880.7 
217.8 865.4 
209.5 802.1 
210.9 JME: 
2399 873.3 
250.1 880.8 
245.0 850.0 
264.9 918.5 
275.2 942.9 
284.5 967.2 
286.3 974.2 
282.7 974.2 
304.8 1035.6 


Source: Yang Jianbai and Li Xuezeng, see note 30. The figures for grain production are 
the same as those in Zhongguo Nongye Nianjian 1980 (Beijing: 1981), p. 34. 
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increases yields rather than saves labour.”8 


It is now evident that with the exception of 
a minority of well-led and well-endowed com- 
munes there have been only limited gains in 
labour productivity. The issue has been stated 
in its simplest terms by Su Xing who pointed 
out that between 1957 and 1978 grain output 
went up by 50% while the total agricultural 
labour force also grew by the same amount.”” 
The detailed figures presented by Yang Jianbai 
and Li Xuezeng (see Table 1) effectively 
demonstrate this point.” While many of these 
statistics are obviously unreliable, being based 
on ‘upward-reported’ figures of questionable 
value, 1 the order of magnitude indicates the 
seriousness of the problem. Similar evidence 
can also be found in terms of the per capita 
output of other crops such as cotton, oil and 
aquatic products.*” Furthermore, though the 
evidence in Table 2 is not conclusive in relation 
to the prices of its constituent elements, since 
there is no indication how it was constructed, 
the fact that there was no large-scale change in 
the composition of the gross value of agri- 
cultural production between 1957 and 1975 
suggests that there were only limited oppor- 
tunities to transfer labour from crop produc- 
tion to other activities and thereby raise the 
productivity of those that remained behind. 

Not surprisingly, much of the evidence 
used to show the benefits of the introduction 
of the production responsibility system has 
sought to prove that there has indeed been 
considerable underemployment of peasant 
labour. One commune in Anhui, for example, 
reported that before the system was adopted 
the labour engaged in farming accounted for 
81.3% of its total labour force. After the change 
this declined to 45.1% in 1980 and 37% in 
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1981.2 A similar report from three communes 
in Henan recorded that there was now a surplus 
of 42.3% of their original labour force.~ While 
examples such as these cannot be generalized to 
the whole of Chinese agriculture, it is estimated 
that, given the new incentives for peasants to 
work harder under the production responsibility 
system, there is currently a surplus of as much 
as one-third of the total rural labour force.*® 
Even if only a proportion of that amount is 
actually available, the failure to mobilize it in 
the past represents a considerable waste. Given 
that such a reallocation of labour power was 
one of the major goals of the commune system, 
it is a failure which has seriously undermined 
the basic rationale behind the commune model. 
It has also inevitably meant that the average 
standard of living in the countryside has not 
appreciably improved. It is now claimed that 
until 1978 as much as one-eighth of the rural 
population did not have enough grain to eat 
and average rations were much the same as in 
1957.°© While once again many of the factors 
leading to an improvement in labour produc- 
tivity were outside commune control, to the 
extent that the communes have been forced to 
develop by encouraging a growth in the rural 
labour force rather than an improvement in its 
quality, they have exacerbated the problem. 


4. THE QUALITY OF COMMUNE 
MANAGEMENT 


In the light of these external factors, it is 
not correct to place all the blame for the failure 
to raise incomes and productivity on ‘blind 
leadership, mobilization tactics and egalitarian- 
ism caused by erroneous methods of manage- 


Table 2. The composition of the gross value of agricultural output (%) 


Year Crop farming Forestry Animal husbandry Subsidiaries Fish 
1957 80.6 1.7 12.9 

1962 78.9 17 10.3 73 re 
1965 15.8 2.0 14.0 6.5 1.7 
1970 15.7 2.2 12.9 8.7 1.5 
1971 75.1 2.5 14.8 62 14 
1972 73.2 2.8 15.4 71 a 
1973 74.0 2.8 14.5 13 14 
1974 73.7 3.0 14.1 17 15 
1975 72.5 2.9 14.0 91 15 
1976 69.3 33 13.9 12.0 15 
1977 67.5 a 134 141 13 
1978 67.8 3.0 132 146 14 


Source: Yang Jianbai and Li Xuezeng, see note 30. 
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ment’ as some writers have.°” Nevertheless, the 
methods of commune management have con- 
tributed to the problem. In this respect, two 
issues have been particularly important: the 
quality of leadership and the method of income 
distribution. 

In view of the key role that the mobilization 
of labour played in the commune model, the 
need for effective and inspirational leadership 
at the lower levels is obvious. Almost all the 
models of collectivization publicized during the 
period from 1958 to 1978 placed great emphasis 
on this aspect. In many cases successful team 
and brigade leaders combined their technical 
and organizational skills with an established 
position in their community often dating back 
to the time of Land Reform or even earlier. 
In discussions with researchers rural cadres 
invariably stress the role of leadership as a 
crucial factor in development.* In practice, 
however, such leadership is not _ easily 
provided. Basic level cadres are now widely 
criticized for their inefficiency, their inability 
to interpret central policy flexibly according 
to local conditions, their preference for simpli- 
fied methods of management and their corrup- 
tion.*? It is alleged that many of them used 
their position to avoid taking part in labour, to 
increase their personal income, and to gain 
advantages for their family members. It is 
also generally acknowledged that there has been 
considerable peasant resentment against their 
cadres. This has been true even in relatively 
good collectives and one agricultural economist 
reported a rice transplanting song in which the 
peasants complained that most of their work 
went to support the hierarchy of cadres above 
them. As a result, it is claimed, one of the 
major reasons for the rapid growth of the 
production responsibility system has been that 
it requires cadres to work in the fields to produce 
their own income. 

In reality, some of this criticism reflects the 
fact that rural cadres were subject to the 
rigidities of the planning system and, as dis- 
cussed above, they are being blamed for aspects 
of the system as a whole outside their control. 
The success of many model collectives shows, 
however, that the problems were not always 
insurmountable. Nevertheless, in as far as the 
criticisms are true, it makes sense to reduce the 
extent of dependency on bad leadership and to 
introduce more direct income incentives to 
individuals in order to increase output. 

The major criticisms of the work point system 
of distribution have centred on its excessive 
egalitarianism. It is argued that in practice it 
did not embody the principle of ‘payment 


according to work done’ and did not reflect 
the differences in the quality and amount of 
work each peasant performed. Instead, every- 
one ‘ate from the big pot’ and there was little 
incentive for them to improve the quality of 
their work. To some extent such criticisms are 
misleading. The work point system was clearly 
not egalitarian in regional terms or even in terms 
of redistributing income from rich teams to 
poor teams in the same commune.” The value 
of the work-day has always varied considerably 
between accounting units. Furthermore, since 
the basis of work point distribution was work 
done, the level of family income was to a large 
extent determined by the amount of labour 
it possessed. Families with few labourers and 
many dependents were inevitably poorer than 
families in the opposite position and many 
collectives had ‘leaky ladle’ households whose 
income from work points was insufficient 
to cover their basic grain distribution. In most 
provinces the extent of such inequalities was 
restricted by the placing of top limits on per 
capita cash and grain distribution.*? Rich 
collectives, however, still distributed more to 
their members through such things as free hous- 
ing, free medical care, old-age pensions and a 
variety of other collective benefits. 

Nevertheless, the system did require con- 
siderable managerial skills if it was to work 
properly. 5 The fixing of a peasant’s labour 
quotas and labour norms was, in effect, the 
same as determining his or her income. To 
ensure that labour was correctly measured and 
rewarded, cadres had to calculate the relative 
value of the work done during each stage of 
production, allow for the different levels of 
mechanization in each process and measure the 
input of each labourer. The larger the group of 
peasants working together as a unit and the 
greater the diversity of activities carried out, 
the more complex the issues became. Errors 
might have a considerable impact on the 
incentive for each peasant to work and could 
lead to considerable disputes over relative 
incomes. It is not surprising, therefore, to 
find that the administration of the work point 
system formed a major aspect of the work of 
basic cadres and that ‘disputes over work evalu- 
ation, arguments over work points, and hunting 
for easy jobs in the fields’ were an inherent 
part of the system. The temptation for less 
capable cadres to muddle through by a com- 
bination of average historical norms, standard 
labour quotas and simplified methods of 
recording work points must have been very 
strong. 

In reality, of course, there was considerable 
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variation in the way each brigade or team 
administered its work point system and estab- 
lished its labour quotas. The Dazhai system 
clearly attempted to be more egalitarian than 
many others.*’ By contrast, there are reports of 
teams and brigades resisting egalitarian methods 
of distribution in favour of contracting systems 
with a greater incentive effect.~ In practice, 
therefore, the work point system was not 
necessarily egalitarian in its impact in all 
places. However, in as far as it did not directly 
relate work done to the proportion of the end 
product received, encouraged standardized 
measurement of work so that a ‘ten point’ 
peasant received ten points for a day’s work 
regardless of the quality of that work, and did 
not repay extra effort by individual peasants 
with increases in their income, it did act asa 
disincentive to improve productivity. 

In sum, therefore, in a situation where 
production costs were rising, the level of 
accumulation was high and the possibilities for 
raising incomes were limited, the operation of 
the work point system failed to provide incen- 
tives for peasants to work harder. Given the 
primacy now given by the officials to the forces 
of production and the fact that simple manual 
labour is still predominant in the Chinese 
countryside, the conclusion is drawn that ‘the 
key issue in the development of the forces of 
production is the improvement of the produc- 
tivity of labour. And the improvement of the 
productivity of labour is determined by the 
enthusiasm of the individual.°° The introduc- 
tion of the production responsibility system has 
been primarily aimed at solving this problem. 
It has done so by relating income more directly 
to output and by providing bonuses for surplus 
production. In achieving this it has, in the 
majority of communes, resulted in a decentra- 
lization of labour management and income 
determination to the family unit. This has also 
entailed accepting greater differentials in 
income levels. While such differences also existed 
under the old system, they are now seen as an 
important stimulus to development under the 
slogan ‘let some get rich first’. 


5. THE EVOLUTION OF THE 
PRODUCTION RESPONSIBILITY 
SYSTEM*! 


The production responsibility system origi- 
nated at the Party’s third plenum in December 
1978.°2 At first known as the ‘post responsi- 
bility system’ (gangwei zerenzhi), it involved 
the fixing of quotas for such things as the 
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number of peasants, the task, the quality of 
work, and the payment, reward and penalty 
associated with each item of farm work. The 
fixing of output quotas on a household basis 
and the division of land for family farming 
were both forbidden. Subsequently known as 
the ‘three-, four- or five-fixed and one reward 
system’ depending on the nature of the work 
performed, this method was widely promoted 
during 1979 and 1980. Under it, work groups 
(zuoyezu) contracted for farming work accord- 
ing to the quotas established for them by their 
teams. All accounting, planning and farm 
management was still carried out by the team 
but the problems of recording each individual’s 
work points and dividing up the income for the 
work done was transferred downward to the 
group. In addition the peasants could obtain 
a bonus if they overfilled their quota. Although 
the transfer downwards of a part of the team’s 
power over income distribution was involved, 
the system did not involve any fundamental 
reorganization of the collective and it was 
believed capable of providing incentives to 
increase output. In some ways it revived 
methods that had been used in communes and 
collectives at earlier stages.>° With some modifi- 
cations and a different name it has remained 
part of the production responsibility system 
until the present. 

Until the circulation of Document 75 in 
September 1980,™ this was the only officially 
sanctioned form of the production responsibility 
system. However, even as the Third Plenum was 
meeting in 1978, experiments with alternative 
forms of organization were under way in some 
parts of the country. These experiments pro- 
gressively led to the introduction and expan- 
sion of contracting to individuals and contracting 
to households which have now become the most 
dominant forms of the system as a whole. It 
was subsequently revealed, for example, that 
household contracting was introduced in 400 
teams in Anhui in 1978, expanded to 16% of all 
teams in 1979 and to 90% in 1980.°° Despite 
the fact that most discussions of the quota 
system at that time still denounced the notion 
of contracting output to households, practice 
in the countryside already had begun to diverge 
from official policy at an early stage. Further- 
more, the pressures came from below and 


proceeded to force the pace of change there- 


after. Anhui Provincial Committee, for example, 
affirmed that the contracting of output to 
households was a form of the production 
responsibility system in January 1980, nine 
months before central approval was given in 
Document 75.°° 
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AGRICULTURE LOOKS FOR ‘SHOES THAT FIT’ 


As outlined in Document 75, the production 
responsibility system was seen to consist of 
three types: those for rich collectives where 
various forms of specialist contracting to work 
groups could be practised based on collective 
accounting and management; those for inter- 
mediate areas where unified accounting and 
management could be. maintained but con- 
tracting to work groups or individual labourers 
could be less specialized and for longer periods 
of time; and those for poor areas that had to 
‘buy back grain from the state, borrow funds 
for production and rely on relief for survival’, 
where contracting output or land to house- 
holds could be used. This rehabilitated a wide 
variety of labour management forms that had 
been practised in the 1950s and early 1960s.°” 
Even though household contracting was now 
approved, it was still regarded with considerable 
suspicion, which is not surprising considering 
the criticism it had received during the cultural 
revolution. Many local cadres initially resisted 
it and some retained their dislike at least until 
the middle of 1982.°8 Initially, much public 
discussion regarded it as temporary and only 
suitable for the poorest of collectives because 
of their low level of development of their forces 
of production. It was ‘the method to use where 
no method would do’ (meiyou banfa de banfa)*? 
and would give the peasants a breathing space 
to improve their standard of living and restore 
production. In contrast to earlier claims, there- 
fore, this view argued that collective farming 
could not succeed in the most backward areas 
and it immediately raised the problem of how 
to decide which collectives should use contract- 
ing to work groups and which should use 
contracting to households. 

During late 1980 and most of 1981, there 
was considerable discussion of this issue. In 
terms of both ideology and the existing struc- 
ture of authority the key question was whether 
household contracting contradicted the socialist 
system and would lead to the break-up of the 
communes. This concerned both theoretical 
economists and administrators in the country- 
side. Initially, analysis of household contracting 
was negative and guarded, but it rapidly became 
more positive in the light of evidence of the 
success of the system in some areas and of the 
speed with which it was spreading through the 
countryside. One of the first commentators, 
Yu Guoyao, suggested that household contract- 
ing might be used in around 10% of collectives 
and that, once these began to develop, they 
would adopt the more specialized forms of 
contracting as used in richer areas.” Because 
the ownership of land remained with the 
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collective, he did not see it as the same as 
individual farming which would lead to class 
polarization. Nevertheless, he did consider it 
to be a form of ‘individual management’ which 
could create difficulties. It should not be 
indiscriminately lumped together with the other 
forms of the production responsibility system 
since this would lead people to neglect the 
problems involved. 

This cautious position contrasted with the 
views of those reporting on developments 
from the countryside such as Ma Biao writing 
in the February 1981 issue of Jingji Guanli.® 
He praised the system for the way it embodied 
the principle of payment for work done, elimi- 
nated bad leadership, reduced egalitarianism 
and improved output. Although he conceded 
that there were new problems for collective 
accumulation and management, he concluded 
that contracting to households ‘cannot lead to a 
departure from the socialist track’. Thereafter, 
many articles dwelt on the kinds of problems 
household contracting created for collectives 
in terms of accumulation, water control, 
management and welfare provision. The majority 
concluded that such problems could be over- 
come and that the collective economy as a 
whole was not threatened, because there 
remained the collective ownership of land and 
the overall dominance of the planned economy. 
Meanwhile, it was also necessary to persuade 
rural cadres that, on the one hand, they should 
not resist peasant demands for the introduction 
of the system and on the other they should not 
abandon their work once it was introduced. 

By the middle of 1981, however, practice 
in the countryside was rapidly extending beyond 
the theoretical discussion. This was particularly 
the case with the contracting of everything to 
the household (bao gan dao hu orda bao gan).° 
This involved the assignment of land, animals 
and other assets to households in return for tax 
and sales quotas, a collective levy and some 
labour service. It also did away with all aspects 
of collective management including work 
points. The situation was thus the same as if the 
peasants were simply paying tax, land rent and 
labour service while functioning as individual 
farmers. They also had the right to accumulate 
by themselves and to own all the means of 
production except the land. Clearly this pre- 
sented considerable problems to analysts 
wishing to prove that it was a form of the 
production responsibility system and part of 
socialist collective agriculture. In theoretical 
terms, therefore, two positions had to be 
adopted. First, it had to be accepted that the 
key issue was the ownership of land. Provided 
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that remained with the collective, socialism was 
secure. Second, the primacy of the forces of 
production had to be acknowledged so that 
‘any system which matches the current level 
of the forces of production and of management 
in a locality and is capable of arousing the 
enthusiasm of the cadres and masses and 
developing production is advanced. Advanced 
and suitable are complementary aspects.’ 

Inevitably, the establishment of these posi- 
tions required a considerable period of time, 
despite the fact that they were in accord with 
the general trend of economic policy. Given the 
continued suspicions about household contract- 
ing at the basic levels,° > they are still not fully 
accepted. The considerable shift in position 
involved can be illustrated by the contrast 
between the argument made by Wu Xiang in 
the fourth issue of Zhongguo Shehui Kexue 
and the official position adopted by Du 
Runsheng, Deputy-Director of the State Agri- 
cultural Commission in a speech at the central 
Party school later in the year. Wu argued: 


Although (contracting output to the household) 
is not the same as individual farming and the col- 
lective ownership of the major means of produc- 
tion has not changed, if there are no precise 
boundaries to policy and no specified administrative 
methods, it will easily obstruct the development of 
the collective economy and slide towards individual 
farming. That is, there is the latent possibility of 
the system of collective ownership degenerating 
into individual ownership.®° 


By the October issue of Hongqi, Du was able to- 


take a more positive line: 


Today’s system of contracting output to house- 
holds and contracting everything to households 
differs from the small-holding private economy 
that existed before Liberation and during the 
period between Land Reform and co-operativi- 
sation. We cannot equate them. Because it is kept 
within bounds, the system cannot of its own accord 
lead to polarisation and therefore cannot leave the 
socialist path. It remains a component part of the 
rural socialist structure.®’ 


Despite this official endorsement, however, the 
theoretical analysis remains unclear and articles 
still discuss to what extent household contract- 
ing is or is not socialist and how it relates to a 
commodity economy.® 

As pointed out above, this process of theo- 
retical adjustment and explanation was a 
belated effort to adjust to developments that 
had already occurred in the countryside. As Xu 
Dixin put it, ‘it would be impossible to bring 
(the rapid growth of household contracting and 
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specialist contracting) to a halt and it would be 
wrong to try to do so’.”” Du, for example, had 
estimated that the three types of production 
responsibility system defined in Document 75 
might each apply to about one-third of collec- 
tives. In fact it was already acknowledged that 
household contracting was spreading into the 
intermediate areas and was even found in 
‘relatively well-off teams’” and that ‘practice 
has already exceeded the _ stipulations 
of Document 75 and it is necessary for the 
centre to issue a new document in the light of 
the new situation’.” Despite occasional remin- 
ders that household contracting was not the 
only form of the production responsibility 
system and that rich collectives should use 
more collective forms of management, 7 it 
was eventually conceded that household con- 
tracting might be used flexibly in rich collec- 
tives.” Not surprisingly, within a short time of 
this concession being made, it was shown how 
Fenghuo Brigade, a highly collectivized model 
unit, now also incorporates household contract: 
ing ‘for some of its less productive land.” 
Throughout the period of the growth of the 
production responsibility system, therefore, the 
central authorities and theoreticians have been 
in the position of reacting to and sanctioning 
developments that had already taken place. 
This progressively required adjustments in 
analysis and relaxation of guidelines. 

In sum, the evolution of the production 
responsibility system has involved changes in 
five dimensions. First, it has grown from 
simplicity to complexity with the original con- 
cept of work group contracting developing into 
a wide diversity of forms. Second, it has gone 
through a process of geographical expansion 
with household contracting and other less 
collectivized forms of management spreading 
from poor areas to richer ones. Third, it has 
become steadily more comprehensive and, 
after an initial period when it was limited to 
particular crops or particular seasons, it has 
expanded to apply to all farming activities.” 
Fourth, it has grown from placing many restric- 
tions on individual decision-making and using 
limited incentives to giving the peasants almost 
complete freedom in production and consider- 
able incentives.” Finally, it has changed from 
being a short-term solution to immediate 
problems into a system that will last for a 
considerable length of time.”” In the following 
section, therefore, the diversity of forms that 


have developed and their different ae 
cations will be examined. 
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6. THE DIFFERENT FORMS OF THE 
PRODUCTION RESPONSIBILITY SYSTEM 


Although often discussed as if it werea single 
entity, in practice the production responsibility 
system encompasses a wide diversity of forms. 
It ranges in a continuous hierarchy from highly 
organized systems of labour management with 
planning, accounting and distribution carried 
out by the collective, to completely indepen- 
dent farming, distinguishable from _ private 
farming only by the fact that the family does 
not own the land. Furthermore, even when 
teams report that nominally they are using 
the same form, there are often considerable 
variations in the details of such things as 
methods by which quotas are worked out, 
standards are set, and land is divided. Differences 
of this kind can have a significant effect on 
production and the relative strength of the 
private and collective economy. Part of the 
problem of coming to grips with these dif- 
ferences has been due to the inexact way in 
which the names of the different forms have 
been used. Many writers, for example, have 
considered contracting everything to households 
as simply a variant of contracting output to 
households.” Despite the differences between 
them, they are often referred to collectively as 
‘double contracting’ (shuang bao). In other 
cases, lower level cadres have been reporting 
one form while practising another.” Such 
confusion of terminology can occur even when 
no deceit is intended. One agricultural economist 
at Hubei College of Finance, for example, stated 
that in October 1981 most teams in a county 
in northern Hubei reported that they were 
implementing a form of contracting output to 
labourers. On investigation, however, the system 
they were using was more-or-less the same as 
contracting to households.” In addition, several 
different types of contracting may be used 
simultaneously in the same unit, or the choice 
of type used might change through the year 
according to the work to be done and the 
nature of the crop. 

Leaving aside consideration of the subtle 
differences between the many variants of each 
type, six main forms of the production responsi- 
bility system can be identified.°4 These are 
specialized contracting with payment reckoned 
according to output (zhuanye chengbao, lian 
chan ji chou); unified management with output 
contracted to labourers (tongyi jingying, lian 
chan dao lao); contracting output to work 
groups with payment reckoned according to 
output (bao chan dao zu, lian chan ji chou); 
contracting short-term work tasks with pay- 
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ment reckoned by quota (xiao duan bao gong, 
ding’e ji chou); contracting output to house- 
holds (bao chan dao hu) and contracting every- 
thing to households (bao gan dao hu, or da bao 
gan). In addition there are variations on these 
types used for handicraft and service trades, 
and also forms used for cadres which give them 
bonuses according to the fulfilment of set 
targets.“ In the following paragraphs the key 
features of each form are briefly outlined. 

Specialized contracting is usually found in 
the minority of rich collectives.®? It reflects a 
level of development where division of labour 
and specialization have become important and 
where the technical level of farming is relatively 
advanced. It is commonly adopted in collectives 
where diversified farming and _ subsidiary 
undertakings provide a large proportion of 
total income so that collective distribution is 
higher than families might obtain from simple 
crop farming. Based on unified planning, manage- 
ment and accounting, the system involves 
dividing the work force of a collective into 
specialized groups, individuals and households 
according to the needs of production and the 
available skills. Each group then signs a contract 
with the collective to complete particular tasks 
according to agreed production and cost targets 
and in return for a work point payment which 
is sometimes expressed in a minimum cash 
value. Bonuses are paid when the contract is 
overfulfilled and penalties are deducted for 
underfulfilment. In addition, savings on cost 
targets can be retained by the group. 

When applied to crop farming, specialized 
contracting bears some similarity to the ‘four- 
or five-fixed’ system used in contracting output 
to the work group (see below). There is, how- 
ever, less direct identification between groups 
of peasants and particular plots of land. There 
is also greater specialization between groups to 
perform different items of work. In the Fenghuo 
model this now involves the circulation of 
internal credit coupons.” At the beginning of 
the year each contracting unit is issued with 
coupons to the cash value of its cost targets. 
It can then use these coupons to ‘buy’ the 
services of the ploughing group or the watering 
group and to obtain fertilizers and pesticides 
from the brigade. Any surplus coupons at the 
end of the year are divided among the group as 
a bonus. In the case of those providing services 
or carrying out particular handicrafts, such as 
the village barber or the vinegar makers, the 
production target may be expressed in terms of 
a cash target to be handed over to the team by 
the end of the year. In return they are paid 
work points of a guaranteed minimum value. 
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The contractor then provides the service to 
the village at fixed prices. In the case of tractor 
drivers, targets might be expressed in terms of 
ploughed acreage and maintenance costs or, 
as in the example of Fenghuo, in terms of a 
cash (coupon) target to be earned from the 
specialist farming groups. In addition, if the 
tractor driver or the skilled artisan is able to 
earn extra income from work done in addition 
to his or her collective tasks, such as providing 
transport or doing repairs, the surplus is divided 
between the collective and the individual. 

Initially there was a surge in the number of 
units adopting specialized contracting which 
reflected the fact that it is generally considered 
to be the most collectivized form of the pro- 
duction responsibility system. Subsequently the 
number declined, probably because it is a fairly 
complex method to use and requires a careful 
calculation of the various targets and payments 
and a high level of managerial skills. Where it is 
the dominant form, it underlines the success 
of the collective concerned. Even in less well- 
off units, tractor drivers and other specialists 
are organized on similar principles despite the 
fact that the rest of their collective is using a 
different system. Ultimately, therefore, this 
form of the production responsibility system 
does not radically challenge the established 
collective model, though it does add a greater 
element of material incentives than used to be 
present. 

Contracting output to labourers and con- 
tracting output to work groups are much the 
same in concept but are distinguished by the 
fact that, in the latter, work point income 
has to be further subdivided among the members 
of the group according to agreed criteria for 
measuring the quality and quantity of each 
peasant’s labour. in general, both forms are 
also associated with collective planning, manage- 
ment and distribution. The degree to which this 
is realized, however, varies considerably. In 
some cases it might approach the level achieved 
in specialized contracting and in other cases it 
might be little different from the complete 
decentralization of household farming with 
the collective doing little more than fixing 
contract quotas at the beginning of the year 
and then leaving the group or the labourer to 
operate independently thereafter. In fact, 
according to some reports, the peasants in some 
areas regard contracting output to labourers 
and contracting output to households as ‘the 
same in all but their name’. 

Both forms are usually typified as maintain- 
ing the ‘three constants’ (san bu bian), the 
‘four unifieds’ (si tongyi) and the ‘five-fixed 
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and one reward’ (wu ding yi jiang). The ‘three 
constants’ mean no change in collective owner- 
ship, in distribution according to work done 
and in the basic unit of account. The ‘four uni- 
fieds’ refer to unified farming and planning, 
unified use of collective assets, unified use of 
water resources, and unified accounting and 
distribution. The ‘five-fixed’ defines the con- 
tract between the collective and the group or 
the individual. It usually involves fixing the 
amount of labour, the plot of land to be 
farmed, the cost target, the output target and 
the work point payment to be received upon 
completion of the targets. In addition arrange- 
ments are made for rewards or penalties where 
they apply. The system is thus directly related 
to the original post responsibility system 
proposed in December 1978. 

Of the two forms, contracting to the labourer 
has tended to increase and contracting to work 
groups has tended to decline. Essentially this 
is because the latter merely transfers some of 
the work point and labour management prob- 
lems of the team down to a smaller group. 
In doing so a number of additional problems are 
generated. © The work groups attempt to 
become self-sufficient like miniature teams and 
compete for shares in the team’s resources. 
Their levels of achievement and income also 
vary according to the quality of their leadership 
and the type of work they perform. Since the 
potential for disputes to arise in this situation 
is very large, the general trend of development 
has been towards forms which simplify pro- 
cedures and relate individual income directly to 
output. There is thus little incentive to maintain 
and develop the work group form. Needless to 
say, contracting to labourers may also generate 
conflicts over the use of collective assets. 

The extent to which either of these forms 
affects the collective structure depends on how 
faithfully the ‘three constants’, ‘four unifieds’ 
and ‘five fixed’ are followed. As noted above, 
this can vary considerably. Even in places where 
collective management is retained, much of the 
day-to-day activity is decided by the labourer 
or the small group. Furthermore, since a large 
proportion of surplus production accrues to 
the individuals, they have a larger influence on 
the prospects for future development. 

Short-term work task contracting has long 
been commonly used in communes for small 
jobs or seasonal work where a specified pay- 
ment can be made in return for the completion 
of a set task and sometimes for all items of 
farm work.®” Instead of the quantity of output 
determining the level of payment, work points 
are awarded when the task is performed to 
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the required standard. Often no time limit is 
set so that peasants who work quickly are able 
to perform more tasks and thereby earn more 
income. Usually the collective inspects the 
work to see that it is done to the proper standard. 
If it is not, it has to be repeated without any 
extra payment. 

The effectiveness of this system depends on 
the quality of the work standards set and the 
payment quotas adopted. Since it is the only 
system which does not relate income directly 
to output, its use has declined rapidly since the 
introduction of the other forms of the produc- 
tion responsibility system. 

Contracting output to households bears 
many similarities to the contracting of output 
to work groups and individuals. Although 
retaining some collective management and some 
distribution through work points, it has the 
effect of making the household the basic unit 
of production and allows it to retain a major 
proportion of total output. Under this system, 
the household contracts to the team to farm a 
particular area of land and to hand over a 
proportion of the production in return for an 
agreed work point payment. The land is allo- 
cated according to the number of people in 
the family, often weighted according to the 
number of labour powers. Usually each family 
receives a share of good, average and poor 
land so that the fields are divided into family 
strips, physically resembling the strip fields of 
the medieval manor system. Surplus production 
above that contracted for supply to the team is 
retained by the family which in most cases also 
has to bear the costs of production. Draught 
animals, machinery and other large implements 
may still be collectively managed or they may 
be divided among the families or groups of 
families. 

As in the case of contracting to labourers 
and groups, the extent to which collective 
assets are maintained and collective manage- 
ment is carried out varies considerably between 
units. In some cases, for example, land allo- 
cations are also made to cadres, local teachers, 
‘barefoot’ doctors and families where the male 
labour is absent through military service or 
employment in the cities. This not only reduces 
the scale of collective services but also leads to 
families without sufficient labour power either 
neglecting their plots or hiring labour to help 
farm them. In other cases, some collective 
accumulation is maintained to ensure basic 
services and welfare. By and large, this form 
reduces collective management to a minimum 
and establishes a direct relationship between 
particular families and particular plots of land. 
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Not surprisingly, therefore, there have been 
warnings in the Chinese media that families 
should not revive claims to pieces of land that 
they owned before collectivization. Even where 
some system of collective planning and allo- 
cation is maintained, the difference between it 
and the contracting of everything to the house- 
hold is very slight. The collective accounting 
may be little more than a book transfer since 
the family’s contracted production target to 
be handed over to the team is not much dif- 
ferent from the grain ration which the team 
agrees to pay back in return.” Ultimately, 
therefore, the line between this form and 
independent family farming is very narrow and, 
given the management problems entailed, the 
number of teams using it has declined as they 
have abandoned it in favour of the following. 
Contracting everything to the household is 
the most radically decentralized form of the 
production responsibility system. Virtually all 
aspects of collective management are abandoned 
and there is no work point distribution. AlI- 
though during late 1981 and early 1982 some 
discussion of the system called for the re- 
introduction of some unified planning and 
management,®” it remains essentially based on 
the household unit as a form of family farming. 
Although the ownership of land is retained by 
the collective, land, animals and implements are 
divided among the households. In some cases 
draught animals might be shared among several 
families and in other cases each household pays 
for its own. The household is then completely 
free to farm its land in the manner it wants. It 
agrees to pay a tax and sales quota of a parti- 
cular crop and to hand over a levy to the 
collective to help maintain some services and 
such things as the water supply. The remaining 
production is retained and there is no collective 
distribution. The household has to pay for its 
own inputs and any services that it receives. It 
therefore plans its production according to its 
sales quota (which is seen to represent planning), 
its consumption needs and its ability to pro- 
duce a surplus for sale to the state or on the 
free market. In some cases families also agree 
to provide a number of days of free labour to 
maintain some basic collective assets. This is 
called ‘obligatory’ labour (viwugong). Collec- 
tive cadres have their own plots but get some 
payment from the collective levy in return for 
the reduced management tasks that they per- 
form. While in theory control over sales quotas, 
collective assets such as irrigation and other 
resources could still give the collectives con- 
siderable powers to direct production, in most 
cases the collective is only a shell of its former 
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self and the household economy becomes the 
basic unit. 

The methods used to divide the land and 
animals are much the same as those used when 
contracting output to households. Similar 
problems arise over the maintenance of collec- 
tive assets and the extent of support available 
for cadres, teachers, doctors and families with 
little or no labour power. Although under this 
system all families have strong incentives. to 
increase output and income, differentials 
between families will inevitably grow according 
to the amount of labour they have and their 
ability to accumulate and to improve their 
farming skills. 

While it is conceded that this system will 
slow the growth of the collective and has 
changed the system of distribution so that 
family income is obtained both from labour 
and from assets under its control, it is still 
argued that this is not a complete retreat to 
family farming. In response to those who point 
out that families now control land, direct 
production and have the initiative in distri- 
bution, it is claimed that collective owner- 
ship of land still exists and redistribution can 
take place at some future date, production is 
coordinated through the contract with the 
collective, and the tax quota and surplus levy 
is ‘not a negation of the team’s power in distri- 
bution but a special form in which the initiative 
remains with the team’. Ultimately, however, 
such rationalizations do not disguise the extent 
to which the family has become the key unit. 

Given the simplicity of the system and the 
strong demand for its implementation by 
peasants who have ‘lost faith in the collective’, 
contracting everything to households has 
rapidly become the most dominant form of 
the production responsibility system and it has 
spread far beyond the poor areas for which it 
was initially intended. At first, it was believed 
that as the economy developed, the system 
would be replaced by more specialized forms of 
contracting. It is now argued, however, that 
there is no hierarchy of forms leading from 
backward to advanced but that each form is 
advanced in as far as it matches the local forces 
of production. Furthermore, as new types of 
economic associations have begun to emerge 
among peasant households, an entirely new 
course of development is becoming possible, 
based on household contracting and following 
a path completely separate from the old teams 
and brigades which would then become redun- 
dant.” As such, the system profoundly under- 
mines the commune model. 
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7. THE PROPORTIONAL DISTRIBUTION 
OF EACH FORM 


Many problems arise when one attempts to 
measure the proportion of accounting units 
using each system. As noted above, there are 
many instances of basic level cadres disguising 
what they are really doing by reporting some- 
thing else or of simply not being sure which 
name to use. One clear example comes from 
Henan.” In autumn 1980 the Zhenping County 
figures for each system based on upwards- 
reported statistics were: over 70% contracting 
to the labourer and less than 20% contracting 
everything to households. Over the winter as 
the official sanction of household farming 
began to take effect, the county Party com- 
mittee requested the basic level cadres to make 
a truthful report and the figures changed 
to 67.1% household farming and 32.3% con- 
tracting to the labourer. While some of this 
change reflected the rapid shift to household 
farming which was acknowledged as extremely 
attractive and welcomed by the great majority 
of peasants, some of it represented the truth- 
ful reporting of what was already happening in 
the first place. Similar rapid changes in numbers 
can be found in Shanxi and Hebei.?? When 
this lack of accuracy is combined with the speed 
with which change has taken place, the relia- 
bility of the reported figures must be seriously 
open to doubt. Furthermore, an analysis in 
terms of output value or population may be 
more revealing than simply in terms of accoun- 
ting units. With these caveats in mind, however, 
some indication of the extent of the changes 
that have taken place and the general trend of 
development can be found in the statistics that 
are available. 

The most complete set of figures available 
at the time of writing are those in Table 3. 
These demonstrate quite clearly the extent to 
which contracting of land to the household has 
become the most dominant form. They also 
show the rapid decline of the short-term work 
task system. The overall trend appears to be 
towards a three-tier structure consisting of 
specialist contracting, contracting output to 
labourers and contracting everything to house- 
holds. Of the three, specialist contracting can 
be expected to occur in a minority of rich 
collectives in suburban areas, accounting for 
much less than 10% of all units. Contracting 
output to labourers will probably be retained 
in places where a reasonable amount of collec- 
tive management is maintained, perhaps around 
20%. Household contracting, principally in the 
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Table 3. Changes in production responsibility systems 1980—1981* 
Proportion of accounting units at 
Type of production 
responsibility Jan. 1980 Dec. 1980 June 1981 Oct. 1981 
system (%) (%) (%) (%) 

Specialist contracting 
(Zhuanye chengbao) 4.7 7.8 39 
Contracting to work groups 
(lian chan dao zu) 24.9 23.6 13.8 10.8 
Contracting to labourers 
(lian chan dao lao) 3.1 8.6 14.4 15.8 
Short-term work tasks 
(xiao duan bao gong) 55.7 39.0 Die 16.5 
Contracting output 

to households 
(bao chan dao hu) 1.0 9.4 16.9 len 
Partial contracting 

output to households 
(bufen bao chan dao hu) 0.026 0.5 i) 
Contracting everything to 

households 
(bao gan dao hu) 0.02 5.0 13 38.0 
Total of forms relating 

income to output 29.0 $1.8 64.2 81.3 
Total, all forms 84.7 90.8 91.2 97.8 
Total accounting units 5,154,000 5,611,000¢ 5,870,000¢ 6,000,000T8 


Source: *All figures except final row, Jingjixue Zhoubao, No. 2 (11 January 1982). 

11981 Zhongguo Jingji Nianjian, p. V1-9 (figure for teams). 

£Quan Guo Jingjixue Tuanti Tongxin (10 August 1981). 

8Su Xing, ‘The production responsibility system in the Chinese countryside’, paper delivered to the Asian 
Studies Association Conference, Monash University, Melbourne (May 1982). A revised version of this paper can 


be found in Jingji Yanjiu, No. 11 (1982). 


form of contracting everything to households, 
will then account for over 70%. In late 1981 it 
accounted for around 45%,* by early 1982 it 
was already estimated that it was 50%, and by 
mid-1982 it was reported in 74% of units.® 
’ Apart from these major forms, it is interest- 
ing to note that figures for June 1981 also 
record some residual categories including 
unified assignment of work with base work 
points and flexible evaluation (vou dui tongyi 
pai gong, si fen huo ping) 0.9% of units, division 
of grain ration fields (huafen kouliang tian) 
0.5%, division of land and individual farming 
(fen tian dan gan) 0.7% and others 4.2%.? 
Given the speed with which change has 
taken place and the spread of household con- 
tracting into intermediate and rich areas, it is 
difficult to draw any conclusions about the 
regional distribution of different forms. Those 
figures available for mid-1981 suggest that at 
that time the least collectivized forms did 
predominate in the poorest areas, though not 
exclusively.”” This to some extent appeared to 
bear out the theoretical analysis that the forces 


of production determined the system adopted. 
The generalization of household contracting 
since that time has, however, undermined this 
analysis unless one takes the position that the 
bulk of Chinese agriculture is at a level of 
development which precludes ‘the use of more 
collectivized forms. 

Ultimately it may be redundant to discuss 
the proportional and geographical distribution 
of these forms as a means of measuring the 
level of collectivization. As discussed below, 
the household contracting system has generated 
new forms of economic associations completely 
separate from the three-level commune model. 
If these do represent a basis for entirely differ- 
ent forms of cooperatives, the issue of whether 
or not a particular form of the production 
responsibility system contradicts the commune 
model is no longer important. The fact that the 
draft state constitution of April 1982 talks 
of ‘communes, agricultural producer coopera- 
tives and other types of cooperative econo- 
mies’” suggests that the potential diversity is 
already recognized. 
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8. NEW CONTRADICTIONS 


As might be expected, a large number of 
claims are made for the success of the produc- 
tion responsibility system. In terms of 
management, four major achievements are can- 
vassed. First, management by administrative 
command has been replaced by peasant initiative 
in farming. This has not only simplified pro- 
cedures but has put an end to the situation 
where ‘the sense of responsibility and the quality 
of leadership of the team leader has a decisive 
influence on total team production and the 
living standards of the commune members’.1 
The much-criticized shortcomings of ‘blind 
leadership’, corruption and ‘leftism’ are all 
thereby brought to an end. Second, mobili- 
zation tactics (da hulong) have been abandoned. 
The summoning of large numbers of people to 
work together is no longer equated to socialism 
and it has been replaced by making everyone 
responsible for their own work. Third, the work 
point evaluation problem has disappeared. The 
old framework of labour—work points—distri- 
bution has been replaced by labour—output 
volume (value)—distribution. Finally, the 
management of distribution has been simplified. 
Instead of products being managed by the team, 
work points accruing to the peasant and cal- 
culations of value and distribution taking place, 
everything is predetermined in the contract 
between the collective and the group, indi- 
vidual or family. 

In economic terms there are widespread 
reports of increased output and improved 
living standards. There can be little doubt that 
there has been a substantial rise in peasant 
incomes. The increase in agricultural prices 
alone would have ensured that. However, since 
so much of production is now controlled within 
households and it is difficult to measure the 
income of peasants from private activity, 
reliable figures are becoming difficult to gener- 
ate. In terms of labour productivity, a number 
of claims are made. First, it is argued that the 
composition of the labour force has improved. 
The number of adult males working in the fields 
has increased as their time spent on admini- 
stration and other activities has declined. The 
alleged major reliance on females, the young 
and the old has disappeared.) Second, labour 
time has been saved because people work harder 
to fulfil their contracts and earn a bonus. 
Finally, waste of ‘materialized labour’ has been 
reduced since people now strive to lower costs 
and to take care of machinery and implements. 
In addition, it is claimed that financial admini- 
stration has improved and there has been a large 
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reduction in management costs and expense 
account losses. There have also been reports of 
peasants developing a new interest in scientific 
farming and appropriate-scale mechanization in 
order to increase yields and use their labour 
mote effectively. 

Despite these and other claims, however, the 
question immediately arises whether they are 
short-term gains which cannot be sustained in 
the longer term.!°? Furthermore, the solution to 
one set of problems inevitably gives rise to new 
ones as is now being recognized, and the full 
impact of these problems has yet to be felt. 
Apart from the difficulties of reconciling what 
is happening with a general theoretical frame- 
work which has been used to support quite 
contrary policies over the past twenty years, 
there are many practical issues to be dealt 
with. These include such things as new prob- 
lems of management, greater income differen- 
tials and potential social polarization and the 
difficulties of accumulation and welfare pro- 
vision in small-scale family farming. 

In many ways, the new problems of farm 
management facing the Chinese bear consider- 
able similarities to those that confronted the 
open-field strip farming of the European 
manor.!° The physical similarity is striking, 
with collectively owned land divided into a 
multitude of family strips for independent 
farming. At the same time the requirements of 
crop rotation, double-cropping, irrigation and 
crop management demand much coordination 
if problems of production are to be avoided. It is 
thus necessary for the household farmers to work 
reasonably closely together. As Vinogradoff 
described the problem for medieval Europe, 
‘the seasons for the commencement and the 
interruption of work, the choice of crops to 
be raised, the sequence in which the different 
shots and furlongs had to be used, the regula- 
tions as to fencing and drainage, etc., were not 
a matter for private concern and decision, but 
were to be devised and put in force by the 
community’. In Chinese terms this is seen 
as a question of unifying (tong) what should be 
unified and dividing (fen) what should be 
divided. It is thus reported that the contracting 
of land to the household has gone through a 
process of moving from ‘no unity to several 
unities’,~ whereby some of the key processes 
such as the planting plan, (machine) ploughing 
and watering and the management of machines 
and irrigation are unified but most other activi- 
ties are decided at the household level. Given 
the density of population, the nature of pro- 
duction and the division of land into small 
strips, development in this direction would seem 
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to be inevitable and the issue has been promoted 
in a number of ways during 1982.1 Never- 
theless, the line between asserting some unifi- 
cation and reverting to the former collective 
structure is a fine one and some participants 
in a major conference on the production 
responsibility system held in December 1981 
stressed that excessive emphasis on unification 
at this stage would tend to stifle developments 
that have taken place. 


Some comrades consider that the development of 
the production responsibility system has gone 
through a process of from unity to contracts and 
from contracts back to unity. Currently the general 
trend in the development of the production respon- 
sibility system is evolving towards a combination 
of unity and contracts. Such a form corresponds to 
the present developmental needs of China’s agri- 
culture. Furthermore, at the moment the crucial 
issue in the consolidation and perfection of the 
production responsibility system is to handle the 
relationship between unity and contracts so that 
both are used appropriately, peasant enthusiasm 
for production is mobilised and the superiority of 
the collective economy is brought fully into play ... 


Other comrades consider that it is unsuitable to 
taise the issue of unity too early and too emphati- 
cally. Twenty years of unity has not succeeded and 
instead contracting has worked well. Its advantage 
is its liveliness. If unity is raised too early afd mis- 
handled it would lead back to the deadness in the 
old economy.?°’ 


In practical terms a large number of new 
problems have confronted basic level cadres. 
If the household strips are too finely divided, 
how can machine ploughing be used? Should 
the strips be consolidated with families on poor 
land paying lower rates or getting larger areas? 
How should draught animals be looked after? 
Should they be divided among the peasants? 
How should collective machinery be managed 
and maintained? Can any’ major land manage- 
ment projects be planned and carried out? 
What should be done about water manage- 
ment and conservancy? What should be done 
about collective orchards and afforestation 
work? How can diversification and subsidiaries 
be organized? How should contracts be drawn 
up and supervised? What are the duties and 
functions of team and brigade cadres now? Who 
pays and organizes local teachers, doctors and 
other welfare workers? How should ‘five- 
guaranteed’ households, martyrs’ families and 
households with difficulties be cared for? Who 
should run the collective shops? How should 
finances be administered? The list is a long one 
and the need to reform a large number of 
established methods of operation is obvious. 
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Increasingly, however, the nature of these prob- 
lems is transformed as people are encouraged 
to step outside old concepts and ‘the theory of 
“permanent patterns” for the collective 
economy’ is broken down.’ If the old model 
no longer applies, completely new ways of 
dealing with these issues must be found, inclu- 
ding the use of market forces and ‘user pays’ 
principles. Nevertheless, the problems still 
exist and require urgent solution. It is not 
Surprising, therefore, to read frequent warnings 
against the waste or neglect of collective assets 
and resources and discussions of the need to 
arrange for accumulation, welfare and care of 
the needy. 

One issue which has already attracted con- 
siderable attention is the impact of develop- 
ments on population policy. It is acknowledged 
that one of the major factors stimulating popu- 
lation growth in the countryside is the relation- 
ship between the amount of labour available 
within the family and the level of family 
income. The production responsibility system 
has not changed this and appears to have inten- 
sified the problem by rendering the old collec- 
tive controls obsolete. The need for at least 
one male child in each family is now obvious. 
At the same time, parents are becoming more 
concerned to ensure that they have someone to 
look after them in their old age.'"! By late 
1981, it was already admitted that the system 
had led to an upturn in birthrates.1!? During 
1982, therefore, greater emphasis was placed on 
the urgency of maintaining population ‘con- 
trol, and in February publicity was given 
to new regulations adopted in Anhuito integrate 
family planning into the contract system. Those 
families who promised to raise only one child 
were to be given extra land. Those who had too 
many children would not get extra land allo- 
cation and may even lose some of the land 
they have. The changes were to take place at 
the time when the general adjustment in land 
contracts was made.'!* While this solution 
sounds simple enough, the problems of adjust- 
ing land when the contracts are supposed to 
remain stable for many years, the fact that 
some peasant families may use their surplus 
labour to expand non-farming income and 
therefore not worry about having less land, and 
the general problems of policing the issue all 
suggest that many pitfalls still remain. 

As regards the issue of income differentials, 
it is admitted that increases will happen but it 
is denied that this will result in social polari- 
zation. Wang Guichen and Wei Daonan report 
that in one survey after the introduction of 
household contracting, the general differential 
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for per capita incomes was in the region of 
200—300%, in a minority of cases it was 
500—600% and in some cases even larger. 
They claim, however, that this will not lead 
to polarization since the differentials are 
largely the result of differences in labour 
power, levels of skill and amount of family 
investment in the means of production, and 
that no exploitation is involved. Nevertheless, 
even if presently true, this view is a static one 
based on the current situation. As some families 
accumulate and others face problems, the dif- 
ferences may well grow and change character. 
Certainly some rural cadres interviewed in 
October 1981 felt that potentially the system 
could lead to a new growth of ‘landlords, 
rich peasants and poor peasants’. They 
were able to point to family strips lying side- 
by-side in which the wheat had been planted 
too early, too late and just right. They also 
underlined that after the previous harvest some 
families were in a position to buy fertilizers and 
other inputs while other families were not. 
Differentials could thereby grow. 

Whether this is or is not a divisive social 
issue will to some extent depend on peasant 
perceptions of inequality and justice. If all 
are growing more prosperous, then greater 
differentials may be more tolerable. Further- 
more, as has been pointed out above, the pre- 
existing situation was not all that egalitarian.1!7 
However, some developments do indicate that 
new kinds of social relationships are incipient 
in the system. Despite the fact that the hiring 
of labour is officially forbidden, it is admitted 
that it takes place.’!® Residents in Xi’an in 
late 1981 pointed out that families in rural 
areas with members in the army or working 
in the city had no alternative but to hire 
people to help work their land, and one des- 
cribed how he had to persuade his relatives to 
help him out in this way. In other cases the 
land might be rented out to those able to farm 
it. The growth of family subsidiaries employing 
apprentices and labourers and peasant invest- 
ment in commercial activity will add further 
dimensions. In general the position being 
adopted in the face of these issues is one of 
‘wait and see’. There is no indication that 
potential problems of this kind are considered 
sufficient to halt the changes. Indeed, there is 
a pragmatic approach of solving problems as 
they arise through such things as maintaining a 
reserve of land for making adjustments and 
providing special relief for families in diffi- 
culties.’ 

In practice, it is hard to imagine that nothing 
will be done in the villages to maintain essential 
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educational and welfare services and to ensure 
that important productive assets are preserved. 
The importance of many of these ‘things is 
self-evident and one suspects that efforts 
will be made to keep them. As many reports 
stress, China’s countryside is currently going 
through a process of change and development. 
The production responsibility systems are con- 
tinuously evolving and growing. As a result 
the ‘single-cut’ model of rural social organi- 
zation is rapidly disappearing and the ways in 
which the new problems are solved are likely 
to be different from past approaches. Of these, 
the most significant trend has been the growth 
of the new types of economic associations. 
These not only confront some of the problems 
outlined above but also lead to a completely 
new type of rural development strategy. 


9. ‘NEW SHOES FOR OLD’: THE NEW 
ECONOMIC ASSOCIATIONS 


The emergence and rapid development of 
new economic associations during 1981 have 
followed hard on the heels of the growth of 
contracting land to the households. 20 In the 
view of many, they ‘extend the advantages of 
household contracting and make up for its 
shortcomings’.‘*1 Although still in their early 
stages and not formally adopted as central 
policy, they have now been reported from 
many provinces and appear set to expand rapidly, 
taking over many of the functions and activities 
once associated with communes. An indication 
of the nature and range of undertakings involved 
can be found in a survey of 34 communes in 
Jiashan County, Anhui, which was carried out 
in August 1981. The details of the associations 
and their rate of development are set out in 
Tables 4 and 5. 

Clearly, the bulk of these undertakings are 
small-scale and seasonal in character, attempting 
to make up for the lack of resources within the 
individual households. Some take the form of 
alliances to provide the means of production 
or to accumulate capital to invest in such things 
as hand tractors and animals. Others are centred 
on particular skills and help diversify produc- 
tion. Still others are based on organizing labour 
to provide services. Many of them take the 
familiar form of mutual-aid teams and, accord- 
ing to Xu Dixin, it is not uncommon for these 
to be organized along kinship lines with related 
families pooling land and labour and sharing 
the results equally.! Others are formed in 
traditional ways by households taking out 
equal shares or contributing various combi- 
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Table 4. Economic associations in Jiashan County, Anhui, August 1981 
Ee Pee 


Type 


Number of 
Number of households Number 
associations participating employed 
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(1) Directly associated with agricultural production 


Tractors 812 8731 1/32 
Plant protection 3 2637 42 
Tobacco curing 6 39 29 
Seeds 7 266 263 
Seedlings 908 $195 2101 
Fish rearing 1676 2776 965 
(2) Manufacturing and processing 
Grain and cotton processing VEO 581 510 
Flour mills 34 81 84 
Beancurd 33 84 112 
Oil pressing 24 62 65 
Kilns 40 569 681 
Phosphate manufacture 1 8 16 
Cement manufacture 1 4 4 
Quarries 14 66 107 
Smiths and carpenters 25 72 Ys 
Construction teams 3 17 32 
Peizhichang 1 6 12 
(3) Services 
Trade warehouses 1 4 4 
Shops 35 89 86 
Restaurants 2G 73 86 
Hotels 4 13 8 
Transport teams iF / 35) 38 
Film teams 1 3 3 
Source: Zhang Musheng et al., Nongye Jingji Wenti, No. 12 (1981), p. 10. 
Table 5. The development of economic associations, Jiashan County, Anhui, 1981 
Percentage 
April 1981 August 1981 increase 
Number of associations 1078 3900 262.6 
Number of households participating 4415 21,411 385 
Number employed 2556 6094 138.4 


Source: Zhang Musheng et al., Nongye Jingji Wenti, No. 12 (1981), p. 10. 


nations of shares, skills and labour. The majority 
are established on an equal basis between in- 
dependent households but some, particularly 
those requiring land (e.g. kilns) or large equip- 
ment, are joint ventures where the team supplies 
some of the resources and the households 
provide the skills and organization. Payment 
to the participants takes the form of wages for 
work done and a dividend for capital invested. 

Several reasons are put forward to explain 
the rapid development of these associations. 
First, the increase in incomes of the past few 
years has meant that there is a lot of extra 


cash and grain in peasant hands. Generally 
this is too fragmented to be useful and the 
formation of shareholder cooperatives is one 
solution to the problem. Second, the produc- 
tion responsibility system has released a lot 
of surplus labour which can be usefully em- 
ployed in subsidiary undertakings either within 
the family or in the new associations. Third, 
the increase in incomes and the relaxation of 
the markets has created a large demand for 
products of all kinds so that there are strong 
incentives to establish shops and services and 
to produce for the market. Fourth, the house- 
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hold is too small to provide and maintain many 
of the resources needed for efficient farming. 
It therefore makes sense to pool resources in 
order to buy and use large machinery and other 
modern inputs. Finally, the reforms of banking 
and credit and the relaxation of many rules 
have now begun to make it possible for indi- 
viduals to take out loans and to buy machinery 
and raw materials. Many reforms of this kind 
are still required so that all restrictions on 
private activity are removed. Pressures for 
further developments, however, are coming 
not only from the peasants but also from the 
industrial enterprises making the products. 

The advantages ascribed to these associations 
are remarkably similar to those ascribed to the 
collectives and individual enterprises now 
permitted in urban areas./3 They absorb 
fragmented capital and surplus labour in a 
productive way. They are small and develop 
flexibly according to market demand. Unlike 
the previous collective subsidiaries, they are 
not artificially established according to admini- 
strative command (guan ban) but are spontan- 
eous and voluntary, thereby having a strong 
inner vitality. They also compete with collec- 
tive subsidiaries and force them to be efficient. 
They are autonomous units which are respon- 
sible for their own profits and losses. Since their 
members depend on their success for income, 
people work hard and there is careful account- 
ing and a strong incentive to be efficient. 
Peasants are able to join and withdraw freely 
so they are organizations which ‘associate 
but don’t combine’ (lian er bu he),!** that is, 
they must be clearly distinguished from the 
cooperatives of the 1950s. Functionally, they 
encourage the growth of specialization and 
diversification in the rural economy and enable 
the peasants to develop particular skills and 
products. Although it is still necessary for most 
households to farm some land to ensure their 
basic grain ration, it is envisaged that as some 
families specialize they may want to abandon 
farming altogether. Provided they are able to 
buy grain, they can disassociate themselves 
entirely from the old collective and not con- 
tract for any land. In addition, such speciali- 
zation can be the basis of new technical and 
scientific development as some peasants devote 
themselves to providing technical services or to 
plant protection, seed production and the like. 
The enthusiastic description of such advantages 
gives the impression of a strong commitment 
to the role of individual or shareholder enter- 
preneurs reacting to market forces to meet 
economic needs while at the same time earning 
a profit. This is not seen to conflict with 
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socialist beliefs, however, because the economic 
associations are collectively owned and 
implement the principle of payment according 
to work done. Once again, this view is static 
rather than dynamic. 

In the longer term, these developments are 
not considered to be a ‘simple repetition of the 
collectivization implemented in the cooperatives 
and communes’.!?° Instead they are seen to 
offer a new opportunity to reform both the 
structure of agricultural organization and the 
structure of agricultural production. It is 
envisaged by some that, based on the stable 
continuation of the household contracting 
system, the new economic organizations ‘will 
become the major organizational form in the 
countryside’.'*° They may develop out of the 
existing teams and brigades, or as a combi- 
nation of the teams and brigades and the new 
associations, or as entirely new organizations 
which have broken out of the existing frame- 
work. Such associations, therefore, grow 
directly out of the household contracting 
system and further serve to undermine the 
commune model. 

Given that the communes were also intended 
to develop local resources and subsidiary under- 
takings and, in some cases, have done so suc- 
cessfully, the criticism of leaden management, 
lack of efficiency, and general failure at first 
glance appears unwarranted. It may be, 
however, that the overall structure of agricul- 
tural organization did prevent the collectives 
from succeeding as well as they might. It is 


noticeable, for example, that the bulk of 
the communes which have — successfully 
developed subsidiary undertakings are in 


suburban areas and can respond to urban 
demand or form contracts with urban industry 
to process parts. Since the market in remoter 
areas was depressed, many communes did not 
have this kind of stimulus. More importantly, 
the administration of the rural economy was 
subordinate to the territorial and hierarchical 
divisions of the governmental and Party struc- 
ture. While this enabled the government to 
extract surplus from agriculture for its overall 
goals and to direct agricultural production 
towards certain targets such as grain produc- 
tion, it effectively precluded the possibility 
of rural development taking place flexibly 
in response to stimuli beyond those coming 
from the administrative hierarchy. This removed 
much initiative from the unit of production, 
made agriculture subservient to administrative 
priorities and limited the potential for economic 
growth. The fact that the new associations cross 
the administrative boundaries of teams, brigades, 
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communes and districts may therefore provide 
a clue to an underlying structural problem. 
In effect, the People’s Republic inherited the 
administrative boundaries of the old empire. 
While many of these were subsequently modi- 
fied, it did proceed to locate economic decision- 
making power in that hierarchy, making 
economic contacts across administrative boun- 
daries more difficult.!8 Given the territorial 
misalignment between administrative and eco- 
nomic hierarchies traced by Skinner,!?? it 
may well be that this formed a structural 
obstacle to development. The decentralization 
of many economic decision-making powers to 
the household, the establishment of the new 
associations and the relaxation of controls 
over marketing inevitably imply a growing 
divergence between economic and admini- 
strative structure which may well stimulate the 
economy while making it less responsive to 
administrative controls. 


10. CONCLUSION 


Although many of the reforms discussed 
above are still in the process of changing and 
developing, it is clear that the agricultural 
economy in China is undergoing fundamental 
change. As I have argued, there were a number 
of major problems in the economic structure 
within which the commune operated which 
contributed significantly to the pressures for 
these reforms. Problems of pricing, production 
costs and productivity combined to prevent 
adequate growth of average rural incomes. 
When these factors were exacerbated by poor 
quality management within communes, a ten- 
dency to place administrative convenience over 
economic efficiency and a system of income 
distribution which lacked incentives, it is not 
surprising to find that peasant support for 
collective agriculture declined. Once collective 
control over labour began to relax and peasants 
were able to develop alternative sources of 
income, tremendous pressures came from below 
to force the pace of change faster and further 
than the central leadership had at first envisaged. 
At each stage, the Party had to sanction and 
justify changes that had already taken place. 
Whether collective agriculture might have been 
more successful if levels of accumulation had 
been allowed to improve more rapidly and the 
private sector had not been so limited and 
controlled remains an open question. Certainly 
the emergence of the new forms of economic 
associations outside administrative control 
show that there are strong reasons for some 
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forms of economic cooperation in a peasant 
economy based on households where the 
possibilities for accumulation are _ severely 
restricted. If the collective is no longer in a 
position to accumulate and the government 
fails to do so through taxation and such things 
as extension services, the small entrepreneur 
can be expected to fill the gap. 

Whether the reforms will, in fact, solve the 
problems remains to be seen despite the early 
claims of success. Furthermore, new problems 
will inevitably be generated and not all peasants 
will benefit equally. Nevertheless, the accep- 
tance of greater diversity and experiment sug- 
gests a flexibility that was not possible when 
development was seen principally in terms of 
a ‘two-line struggle’. This flexibility has required 
substantial adjustments in the theoretical 
analysis that is being made. The antecedents of 
that theoretical analysis can be found in the 
writings of people like Fei Xiaotong’*! and 
Chen Yun!** in the 1950s and early 1960s. 
The fact that their emphasis on such things as 
the need to develop family sidelines and to 
use market forces has re-emerged, underlines 
the extent to which the commune has not 
solved the problems they observed at that 
time. 

There are many major questions raised by 
the above arguments which I have not explored 
and which merit further consideration. Not 
the least is the political dimension. I have 
argued that the pace of change has been forced 
by pressures from below and that peasants 
have pushed the reforms further than was 
originally envisaged at the central level. Never- 
theless, it seems reasonable to assume that 
some of China’s leaders were sympathetic 
to and encouraged the trend. The fact that 
Anhui emerged as an early model suggests 
that provincial leaders there and perhaps 
central backers such as Wan Li may have 
swum with the tide for political reasons. There 
is also the problem of the position of the lower 
level cadres. Doubtless many were committed 
to the collective commune model and have 
tried to resist the reforms. Others may have 
been more concerned with the loss of power 
that the down-grading of their administrative 
roles brings with it. Furthermore, there is a new 
political dimension in the countryside in terms 
of the relationship between the existing cadres 
and the new group of successful families and 
entrepreneurs that is emerging. Will economic 
power outside the control of collective organi- 
zation give rise to new types of political influ- 
ence? Questions such as these have now acquired 
an important significance. 
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Ultimately, therefore, the old model is 
disappearing and a more complex structure is 
evolving. While the commune system still 
exists and is found in the majority of areas, 
it is unlikely that this will continue to be the 
case. As the constitutional reforms to establish 
the new Xiang level of government are imple- 
mented and the commune loses its administrative 
role, the agricultural sector will consist of a 
great diversity of forms. Successful communes 
and brigades with a high level of per capita 
income are likely to remain committed to the 
collective model and will be able to use their 
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advantages of scale and organization to benefit 
from the reforms in marketing and planning. 
Alongside these, there will be a great variety of 
collectives, cooperatives and independent asso- 
ciations, each associated in some way with the 
peasant households who farm their allocated 
land with varying degree of independence. 
The interrelationship between these forms is 
likely to become dominated by a combination 
of contract planning and market forces. Agri- 
culture as a whole will thereby become less 
responsive to administrative demand. 
(December 1982) 
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Summary. — Urban—trural relations in China have a dual character: while a higher level of 
urban—rural economic balance than most other countries has been achieved, a sharp structural 
cleavage between workers and peasants has been maintained, based mainly on strict household 
registrations. Peasants are prevented from migrating to towns and gaining employment there, 
except under specially approved contracts arranged to resolve local shortages of industrial 
labour. Contract labour has complex and important effects on rural and urban industrial 
development. It also embodies the duality of urban—rural relations in China: at the same time 
as it redistributes wage funds from urban to rural areas, it reinforces the class cleavage between 
workers and peasants (including contract workers). It also opens up a complex web of in- 
equalities and cleavages among those peasants with contract work and those without. Contract 
workers have been placed in a contradictory class position which has been a flashpoint of 
political conflict. The relationships of contract labour to urban industrial and rural development, 
urbanization, urban—rural balance and structural cleavage, class structure and political conflict 
are examined through a study of Shulu County, an ordinary rural area with a growing industrial 
centre in which over half of the industrial labour force is comprised of peasant contract workers. 


1. INTRODUCTION 


To the extent that such generalizations can 
ever be advanced in the face of formidable 
conceptual complexities and methodological 
problems, Chinese economic development since 
1949 has by all accounts been quite successful 
in maintaining a good urban—rural balance. 


* This paper is based upon collaborative research carried 
out by Phyllis Andors, Stephen Andors, Mitch Meisner, 
Vivienne Shue and me in China in 1979. Our field 
trip was arranged at the invitation of the Chinese 
People’s Association for Friendship with Foreign 
Countries, co-sponsored by the Chinese Academy of 
Social Sciences and funded by generous grants from 
the National Endowment for the Humanities and the 
Ford Foundation. Oberlin College generously pro- 
vided me with a Powers Travel Grant. In particular 
we wish to thank the officials and citizens of Shulu 
County for their extraordinary cooperation during our 
stay there. This paper was drafted by me alone, but 
it draws upon material contained in chapters of Town 
and Country in a Developing Chinese County, a 
forthcoming collaborative book on our trip, which 
were drafted by other members of the group and me. 


(hy! 


Suzanne Paine finds no pattern of ‘urban 
bias’ — in the Liptonian sense of planning 
decisions and resource allocations which, by 
favouring urban areas, actually have sub-optimal 
results for the development of the economy as 
a whole — from 1949 to 1976.) William Parish 
and Martin Whyte speak of real progress in 
reducing the urban—rural gap in income, orien- 


The interpretations and analyses in this paper as well 
as any errots therein are my responsibility alone. 
I owe a debt of gratitude to the organizers and partici- 
pants of the September 1982 Conference on ‘China 
in Transition’ (Contemporary China Centre, Oxford), 
who provided a stimulating few days of study and 
discussion regarding some of the issues raised here and 
many others relating to them. 

In describing the temporary contract labour system, 
the present tense is frequently used. In fact, the paper 
describes the system as it was in 1979. There is no 
reason to think that it has changed significantly 
since then, but also no reason to think it has not; 
unfortunately, subsequent research on the more 
recent situation has not been possible. Readers are 
urged to keep this in mind. 
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tation of production, education and public 
health.? By the 1970s the urban—rural income 
differential was somewhere between 2:1 and 
pile low in comparison with most other 
developing countries." Urban—rural terms of 
trade have been moving in favour of the latter, 
and the present leadership is striving for even 
more progress in this area.. Rhoads Murphey, 
having chosen India as the most appropriate 
standard of comparison, writes: ‘It would appear 
... that the Chinese have been more successful 
than the Indians, or than most other countries 

. perhaps, in distributing the benefits of 
growth more adequately to all regions of the 
country and to the rural areas’. 

Yet, in China the structural cleavage between 
urban and rural still remains formidable, in 
no small part due to the actions of the very 
same political leadership which has been so 
successful at reducing the differentials around 
that cleavage. Town and countryside have 
been subject to very different forms of political 
and economic organization ever since the 
earliest post-liberation days: for the former 
there have been mainly state-run enterprises 
supplemented by urban collective ones under 
close state supervision and regulation; while 
for the latter there have been rural collectives 
with certain (though of course variable) degrees 
of juridical, administrative, economic and 
political autonomy, supplemented by elements 
of household economy. In the post-Mao era, 
reforms have pushed the rural areas very far 
in the direction of reducing the roie and scale 
of the collective economy, while planned 
reforms of the state sector economy in the 
urban areas have met with considerable resis- 
tance; so the gap in terms of socialist productive 
relations may have even grown. Experiments 
designed to reduce the social cleavage between 
town and country people — such as 4 May 
Cadre Schools, rustication of urban youth and 
reorientation of education and social services 
toward rural needs — met with mixed results 
and have now been utterly abandoned. Perhaps 
the most vivid material manifestation of the 
urban—rural cleavage in China — the registra- 
tion of the citizenry into categories of ‘rural 
householders’ (nongye hukou) and ‘non-rural 
householders’ (fei nongye hukou) — remains 
intact and as difficult to cross as ever. It con- 
tinues to determine into which of the two 
major constellations —rural or urban — of 
employment opportunity, social services and 
political and economic organization a Chinese 
citizen may be incorporated. Most fundamen- 
tally, it means that rural Chinese cannot migrate 
freely to towns and cities to set up residence 
and hold employment. 


WORLD DEVELOPMENT 


Townward migration has been shown to have 
major macro-level consequences for economic 
development, demographic change, labour 
market operation, social structure and political 
change in developing countries. In micro- 
analytical terms, it has tremendous impact 
on the rural and urban people and the com- 
munities to and from which they migrate. The 
general question of townward migration is, 
therefore, a very significant one from a number 
of perspectives. The specific question of town- 
ward migration — or the absence and regulation 
of it — in China is important both because of 
its direct relationship to key aspects and pro- 
cesses of Chinese development, and also because 
China’s rather unique experience in restricting 
and controlling townward migration is of com- 
parative interest to those concerned with 
development and urban—rural relations more 
generally. 

Tremendous pressures exist in China for 
townward migration. In much of rural China, 
very high levels of population density prevail, 
leading to under-employment and depressed 
incomes and standards of living. Other parts 
of the countryside — the vast areas which suffer 
from poor natural conditions (relating to soil 
quality, terrain, climate and weather) or sheer 
remoteness — have the interrelated problems 
of very low population density and poverty: 
the poverty of the area can support few people, 
and this poverty is reproduced by the absence 
of a critical mass of population which could 
command the political and economic resources 
or mobilize the labour power to undertake 
the major investments needed to. promote a 
breakthrough to meaningful development. 
People tend to want to move away from both 
kinds of places in China, and they have done so 
when the opportunity presented itself.’ Added 
to the ‘push’ factors in the countryside are 
those relating to ‘pull’ toward the cities: the 
significantly higher standard of living in urban 
China, the locus of political power and advan- 
tage there, and the relatively greater oppor- 
tunities for social and economic mobility in a 
country whose already high level of agricultural 
development but relatively lower level in 
industry make the urban areas far more dynamic 
for the foreseeable future in terms of economic 
growth and occupational upgrading (not to 
mention social life). Finally, these ‘push’ and 
‘pull’ factors operate within structural condi- 
tions highly conducive to migration: China’s 
historically well-developed commercial and 
transport networks, the relatively high level 
of incorporation of rural China into urban- 
centred political, social and economic systems, 
and the generally high level of exchange of 
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information between village and city through 
official media and informal social networks. 
In China, then, there are a lot of villagers with 
good reasons to want to move to towns and 
cities, and a lot of information and other 
conditions facilitating such migration. 

There are also a lot of reasons why such 
migration is a matter of deep concern to 
China’s political leaders and economic planners. 
It goes without saying that China has a serious 
problem feeding itself. Agricultural develop- 
ment goals such as the present one of raising 
factor productivity and overall efficiency 
may be worthy, but maintaining and raising 
total output to keep up with population 
growth remains the very highest priority, a 
constraint within which other developmental 
goals must operate. Hence any flight of labour 
with even the lowest marginal productivity out 
of agriculture may be a potential source of 
alarm. On the other side, some of China’s 
cities, especially its larger, more developed 
(and therefore more attractive) ones, are 
already very heavily populated and have serious 
unemployment; migration of even a small 
percentage of the massive peasantry to them 
would cause political, economic and social 
problems of potentially explosive proportions. 
It is not at all surprising, then, that a serious 
commitment to regulating and controlling 
tural-to-urban migration has been evinced by 
China’s political leaders and economic planners 
of the right and the left; in fact, it is one of the 
few continuous themes of an otherwise radically 
shifting Chinese development policy since 
1949, 

China’s leaders have approached this problem 
with high imagination and broad vision. They 
have met with success: rural-to-urban migra- 
tion is probably lawer in China than in any 
other developing country.” One set of reasons 
is the effects, intended or unintended by 
political leaders and planners, of seemingly 
unrelated or only indirectly related aspects of 
Chinese development: for example, rural 
collectivization has promoted a high level of 
intra-village economic equality, ° which Lipton 
has identified as a major deterrent to rural 
outmigration. But certainly another important 
factor accounting for the low rate of townward 
migration in China has been the administrative 
controls preventing ‘rural householders’ from 
moving to urban areas to live and work. 

In some cases, in fact, China has been too 
successful in restricting migration. In many 
places there has been an excessive buildup of 
rural labour and in others there have been 
shortages of industrial labour. Shulu County, 


-effect has 
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the subject of this study, is such a place in 
both respects.!? There, as in many other parts 
of China, the sluices of townward migration 
have been opened, but only in a closely regu- 
lated and partial way — partial because urban 
employment has been permitted but change of 
permanent residence has not. Specifically, 
peasants have been employed in urban industry 
and commerce as ‘temporary contract workers’ 
(linshi hetonggong), while remaining tied to 
their rural village homes and collective units 
in fundamental ways. 

This discussion describes the practice and 
terms of temporary contract employment 
in Shulu County, and analyses it in relation- 
ship to several problems, some of which have 
already been mentioned: what has its role 
been in fostering industrial growth? What 
it had on urban—rural develop- 
mental balance? Has it helped to reinforce or 
overcome the structural cleavage between 
town and countryside, which has been so 
tenacious despite China’s successes in achieving 
greater urban—rural balance? How can it be 
understood in terms of China’s changing 
social structure? Concomitantly, what political 
tensions has it produced? 


2. TEMPORARY CONTRACT WORK: 
DEFINITION, RATIONALE AND 
MAGNITUDE 


‘Temporary contract workers’ are peasants 
who have been hired by urban state/collective 
sector industrial enterprises through contracts 
with their rural collectives. Although ‘tem- 
porary contract work’ is often not very tem- 
porary at all — in Shulu most contract workers 
had been so employed for many years — the 
contract workers retain the official status of 
‘rural householders’, and maintain their per- 
manent homes in their villages. Their families 
remain behind there, and the contract workers 
visit home periodically — in Shulu usually 
weekly or monthly — living the rest of the time 
(indeed, most of the time) in factory dormi- 
tories; only those lucky ones hailing from 
suburbs of the town in which they are employed 
may be able to live at home and commute to 
work daily. The families of contract workers 
also, of course, remain ‘rural householders’, 
which means they have no claim on urban 
employment, housing or education. 

Contract workers also remain members of 
their rural collective units (sheyuan), which 
means that their rural units — in practice, 
usually their production teams — retain the 
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ultimate claim over allocation of their labour. 
In formal terms, then, contract workers con- 
tinue to be employed by their production 
teams, which assign them to urban employ- 
ment under the terms of the contract which 
the team has made — often through the brigade 
or commune — with the factory in town. 
This is no mere formality: the team has the 
power to decide which of its members will 
be assigned to contract employment, and it 
can substitute one of its members for another 
if it wishes. Originally, the teams also con- 
trolled part of the contract workers’ salaries, 
paying them like other team members in the 
form of work points (which in turn were 
financed by a part of the workers’ salaries which 
were paid by the employing unit directly to 
his/her production team under the terms of the 
contract). 

One of the most important operative dif- 
ferences between rural and non-rural house- 
holders is that the latter receive their allocation 
of foodgrain from their rural collective units, 
whereas the former get theirs — known as 
‘commodity grain’ — from the state grain bureau 
through its local outlets. Shulu officials said 
that the major reason for requiring contract 
workers to maintain their rural household 
registrations — which lies, after all, at the very 
heart of the contract labour system itself — 
was to relieve the state of the burden of supply- 
ing commodity grain to them. This would put 
new pressure on the distributive capacity of 
the state grain bureau, but more importantly, 
would require an increase in state grain pro- 
curement from the rural collective sector, 
through purchase (which the state could ill 
afford, since it has already been subsidizing urban 
grain supply) or through higher taxes or quotas 
(which would prove politically risky). Appar- 
ently a system under which production teams 
supply their own contract workers with grain 
(charging the workers by deducting work points) 
has been preferred by peasants and/or rural 
cadres to one under which the state would 
supply them with grain by raising its rural 
procurements. 2 

In any event, Shulu officials said that they 
(specifically, it appears, the County Planning 
Commission) operated under a very strict 
quota from higher level state agencies on the 
size of the regular urban industrial labour force, 
and that it had not been revised upward for 
quite some time, because of the state’s unwill- 
ingness to increase the number of people 
depending on commodity grain supplies. Yet 
Shulu industry had been growing and was con- 
tinuing to do so, and for this it had required 
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and continued to require more workers. 
Expansion of the contract labour force was 
the answer. Between 1964 and 1978, the 
industrial labour force at the county level 
in Shulu trebled, from 5150 to 15,034; 7475 
of these new workers (76%) were contract 
workers. By 1978, contract workers comprised 
over half of Shulu’s county industry labour. 

Though the grain supply problem was given 
as the major — in fact the only reason for the 
reliance on contract labour, it is quite likely 
that other factors were operative as well. Con- 
tract workers cost less to employ; as we shall 
see, their average wages are significantly lower 
than regular workers’, and they draw fewer 
fringe benefits. By housing them in dormitories 
and keeping their families in the village, pressure 
on scarce urban housing and land has been 
reduced. Employing enterprises and the plan- 
ning and administrative agencies which supervise 
them have gained managerial flexibility by 
using contract labour, which is easier to dismiss 
(simply by failing to renew the contract) than 
is the regular labour force, which is used to 
its ‘iron rice bowl’ and is in a better position 
than rural contract workers to threaten the 
state politically should its security come 
under attack. Moreover, employment of 
peasants as contract workers in urban industry 
provides the state with a way of reducing rural 
underemployment or unemployment in a 
planned way, avoiding the risks of massive 
desertion of the rural collectives, which would 
endanger not only agriculture but also (as it has 
in the past) China’s rural socialist project./* 
The contract labour system, then, has strong 
attractions for Chinese industrial managers and 
administrators, for urban government officials, 
and for rural cadres in areas like Shulu where 
excess rural labour is a problem. Little wonder 
that it has grown so quickly and become so 
important in Shulu. 

Perhaps that is also the reason for the firm 
policy to deny official status as regular workers 
to the contract workers. Prior to 1972, there 
was a policy to change the classification of 
contract workers to regular workers, perhaps 
as a result of the obstreperous agitations by 
contract workers during the Cultural Revolution. 
In 1972, Shulu factories received a ‘general 
guideline’ to convert their contract workers to 
regular workers by changing their rural house- 
hold registrations to non-rural ones, and it 
was in fact adopted in at least one Shulu 
plant: the locally and historically important 
Fur and Leather Tannery. But apparently 
this was so controversial that it was soon 
dropped. Since 1972, contract workers have 
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specifically been denied the opportunity to 
become regular workers. The outlines of 
this controversy were not made clear, though 
it is easy to see how converting contract workers 
into regular workers would be opposed both 
by the regular workers (who feared the dilution 
of their privileged position by its extension to 
peasant contract workers) and by factory 
managers and industrial administrators who 
benefited from the lower wages and potentially 
more flexible terms on which the contract 
workers could be employed. In any event, 
contract labour continues to be a source of 
controversy and of discontent, as we shall 
see, 


3. REMUNERATION: METHODS AND 
INEQUALITIES 


While regular industrial workers received 
their monthly salaries in full from the factories 
that employed them, before 1972 contract 
workers were paid only part of their salaries 
directly, with the rest coming indirectly in 
the then-standard rural form of work points 
awarded by their production teams. This 
method reflected, and was one of the most 
important material embodiments of, the con- 
tract workers’ ambiguous status between the 
tural collective sector on the one hand and the 
urban state/collective sector on the other. 
Under it, Shulu contract workers received half 
of their salaries directly from their employing 
units in cash. The other half was sent by the 
employers to the contract workers’ production 
teams,’° which deposited it in their own 
cash accounts and in turn awarded the contract 
workers 10 work points for each day the 
worker had been employed in the contracting 
factory. The workers then used the work 
points just like their fellow production team 
members: to pay for distributions of grain and 
other items from the team, and, if the worker’s 
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account still had a balance after doing so, to 
draw cash income from the team at the end of 
the year. 

From the workers’ and peasants’ point of 
view, this method had several important impli- 
cations. First, only contract workers from very 
well-off teams received all of their salary as 
paid by their factories. Most others received 
only a portion. Precisely how large a portion 
they did receive depended on the value of their 
production team’s work points. Those from 
more prosperous teams with higher work point 
values received a greater portion of their salaries 
than those from less prosperous teams with 
lower work point values. Table 1, which displays 
hypothetical examples based on the situation 
in Shulu, indicates the magnitudes involved. 
It calculates the monthly salaries of Shulu 
contract workers from teams with 1978 work 
point values that in Shulu were considered low 
(¥ 0.03), average (¥ 0.05) and high (¥ 0.07). 
(The table may overstate all contract workers’ 
salaries, if work point values before 1972, 
when this system was changed, were lower 
than in 1978.) In each example, the worker 
received half of the ¥38 average monthly 
salary of Shulu contract workers (¥ 19) plus 
work points for 26 days. The differentials 
were not inconsiderable; indeed, the worker 
from the ¥ 0.07 team received almost 40% 
more than the one from the ¥ 0.03 team.?” 
Of course, to some extent these inequalities 
would exist anyway in the absence of contract 
work. 

In fact, the second point that emerges from 
the hypothetical example is that contract 
work actually reduces the inequality among 
workers of teams with unequal work point 
values. The income inequalities among con- 
tract workers, though significant, were still 
less than the inequalities among members of 
the same tural collectives who were not con- 
tract workers. The contract worker from the 
¥ 0.07 team may indeed have been receiving 


Table 1. Hypothetical incomes of contract workers and regular team members of 
production teams with various work point values 


Contract workers’ monthly income 


Value of Regular team members’ 
26 days’ Cash salary monthly income 
Team work work points received (= 26 days’ work 
point value (= 260 points) ch from factory = Total points = 260 points) 
¥ 0.03 ¥ 7.80 + ¥ 19 = ¥ 26.80 ¥ 7.80 
¥ 0.05 ¥ 13.00 + ¥ 19 = ¥ 32.00 ¥ 13.00 
¥ 0.07 ¥ 18.20 a ¥ 19 = ¥ 37.20 ¥ 18.20 
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almost 40% more than the one from the ¥ 0.03 
team, but the regular team member (engaged 
full-time in collective agriculture) of the ¥ 0.07 
team was receiving 133% more than his/her 
counterpart in the ¥ 0.03 team. 

But this leads directly to the third point: 
the reduction of this inequality is more than 
matched by the creation of a new one between 
the contract workers and regular team members 
of the same team. Each contract worker in the 
example received ¥19/month more than the 
regular team worker. In quantitative terms, this 
creates the largest inequalities in the system. 
In the ¥ 0.03 team, the contract worker was 
receiving almost 250% more than the regular 
team worker. No wonder that contract work 
has been so prized among peasants. But, and 
this is the fourth point, this intra-team inequality 
is lower in the higher-income teams: where the 
work point value was ¥ 0.07, the differential 
between contract and regular team workers 
was only (!) around 100%. 

But fifth, for all of their economic advan- 
tages over their fellow team members left 
behind in the countryside, contract workers 
were at an economic disadvantage in com- 
parison with the regular workers alongside 
whom they worked, usually doing the identical 
task. Looking simply at wages for the moment, 
Shulu contract workers averaged annual salaries 
of ¥ 455, compared with the regular workers’ 
¥ 571. It may be that some of this differential 
derives from the contract workers’ lower levels 
of skill or experéence; in other words, the 
wage differential between regular and contract 
workers doing the same jobs or having the 
same length of job tenure might be less than 
the aggregate averages suggest. But the fact 
that intra-factory differentials between regular 
and contract workers in two Shulu plants 
were also around ¥ 120/year points clearly 
to the existence of a generally lower pay scale 
for contract workers, 

Of course, any comparison of the economic 
situations of contract and regular workers 
must go beyond the simple wage differential. 
We learned little about bonuses ‘in Shulu, 
though officials did state that both regular 
and contract workers were eligible to receive 
them. Another complication is that contract 
workers pay around ¥ 60/year less for their 
and their families’ grain than do regular workers, 
by virtue of the fact that they can buy it at 
low rural prices. '8 But this must be weighed 
against other factors which put contract workers 
at a relative economic disadvantage. First, they 
incur some additional expenses for travel to 
and from home. Second, they do not receive 
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the ‘fringe’ benefits enjoyed by regular workers, 
such as free medical insurance, accident insur- 
ance (workers’ compensation), pensions and 
sick leave. The cash value of these items is hard 
to estimate. But even if they roughly balance 
out with the grain cost differential, the income 
gap between the contract and regular workers 
has still exceeded the simple wage differential 
of 1.25:1, because as we have seen the contract 
workers were (before 1972) only receiving part 
of their wages, with the rest being retained 
by their teams. Returning to the hypothetical 
example for a moment, the gap between regular 
workers and those from a team with a work 
point value of ¥ 0.07 (assuming that other 
factors cancel each other out) would be 1.28:1, 
since these workers were receiving nearly 
all the wage paid by the factory (i.e. the pro- 
duction team was keeping very little); but for 
the worker from the ¥ 0.05 team, the gap was 
1.49:1, and for the one from the ¥0.03 
team 1.78:1. 

When it is recalled that these are inequalities 
among workers who are usually doing similar 
or identical work under the very same factory 
roofs their seriousness and political explosive- 
ness is not hard to understand. Nationally, 
contract workers tended to join radical factions 
during the Cultural Revolution, in the context 
of which they vociferously protested not only 
their lower wages but also their less secure 
job tenure which placed them at a disadvantage 
in expressing their discontent over a range of 
issues.!? While we could learn little about the 
contours of political conflict during the 
Cultural Revolution in Shulu, there are strong 
Suggestions that contract work had created 
political pressures which came to a head in 1972. 
We noted above that before that year it was 
possible, at least in terms of official policy, 
for contract workers to have their rural house- 
hold registrations changed, which would 
entitle them not only to all the benefits of 
employment enjoyed by regular workers but 
also urban housing, education for their children, 
medical care, proximity to commercial services 
and cultural opportunities, and so forth. This 
policy was no doubt partly a response to dis- 
content which had been building up among 
contract workers against their subordinate 
status. But it was controversial, facing oppo- 
sition from regular workers, factory managers 
and urban agency officials. One attempt to 
implement it in Shulu’s Fur and Leather 
Tannery was quickly put to a stop in 1972. 

Perhaps as part of a compromise solution, 
the method according to which contract workers 
were paid was changed in that same year, and 
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was still in effect in 1979. While the old method 
of payment was still offered to workers, they 
were also offered a new option of receiving 
all of their salaries in cash, except for a monthly 
amount of ¥ 3 or ¥4 — around 10% of their 
salaries — which was sent directly to their 
production teams. The teams got this free and 
clear, with no responsibility to award work 
points to the workers in turn. The contract 
workers still purchased their grain from their 
production teams at the lower rural price. For 
most contract workers, the new system would 
leave them with more income: the average 
contract worker could now clear around 
¥ 34.50 per month, about the same as a con- 
tract worker from a team with a work point 
value of ¥ 0.06 in our hypothetical! example 
had cleared under the old system. But the 
average work point value in Shulu in 1978 was 
more like ¥0.05, and therefore in many 
teams it was quite a bit less. So the new system 
must have gone far toward raising the incomes 
of many, and probably most, Shulu contract 
workers. (This effect was reduced somewhat 
by the effects of a policy, adopted to compen- 
sate poorer teams for the revenues they lost 
under the new system, by which poorer teams 
received a slightly higher percentage of the 
contract workers’ wages than richer teams. 
In Shulu’s Chengguan Commune, the poorer 
teams received 15% while the richer ones got 
10%.) Moreover, contract workers from more 
prosperous teams, whose work point values 
were so high (in the hypothetical example, 
over ¥ 0.06) that they would actually lose 
from the new system, could still opt to be paid 
under the old one. 


4. TEMPORARY CONTRACT LABOUR AND 
URBAN—RURAL FINANCIAL AND 
DEVELOPMENTAL FLOWS 


Temporary contract labour involves a com- 
plex set of relationships between urban and 
rural, involving economic inequalities, financial 
transfers, redistributive effects, developmental 
dynamics, class structure and political tension. 
The complex and cross-cutting web of income 
inequalities which it sets up among peasants, 
contract workers and regular urban industrial 
workers, discussed above, are but a part of the 
picture. Here we look into some of the other 
implications of temporary contract labour for 
urban—rural relations. 

In 1978 there were 7779 temporary contract 
workers employed in Shulu industry. ° This 
comes to only 3.5% of the rural labour force 
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— clearly a small amount, though a potentially 
important group if they are drawn from among 
the ‘best and brightest’ of the rural labour force, 
a possibility which will be addressed below. But 
if small by rural standards, contract labour 
made up a very large part — indeed, over half 
— of the industrial labour force in the urban 
state/collective sector. Moreover, most of this 
labour was recruited starting in the latter half 
of the 1960s, when Shulu industry experienced 
some of its greatest growth and achieved levels 
of sophistication that have made it the premier 
industrial county of Shijiazhuang Prefecture. 
It is no exaggeration to say that the latest and 
most advanced stage of Shulu’s industrialization 
has been achieved on the basis of an increment 
to the labour force comprised predominantly 
of peasants hired on a contract basis. 


(a) Advantages for urban areas and for 
the urban state/collective industrial sector 


Use of peasant contract labour has had 
several major advantages for Shulu’s urban areas 
and urban state/collective industrial sector. 
First, it has reduced wage costs in urban state/ 
collective industry considerably, by around 
¥ 900,000 in 1978, which amounts to about 
12% of the total payroll in that year.”? 

Second, it has transferred a large part of 
the social reproduction costs'of the industrial 
labour force onto the rural collective sector 
and the individual households that comprise 
it. Contract workers’ housing in town is paid 
for by the factories that employ them, but 
this can be done relatively inexpensively in 
dormitories, usually located on factory grounds; 
moreover, housing for the workers’ families 
need not be provided at all, since they stay 
home in the countryside.” This means in turn 
that education too need not be provided by 
urban factories or city governments for the 
children of these workers. Contract workers 
are expected to rely for their health care on 
rural paramedics, doctors, clinics, hospitals and 
cooperative health care plans (although they 
are provided first aid in the factory clinic if 
necessary). They are paid no pensions and 
provided no retirees’ services. The precise cash 
value of these savings is difficult to estimate, 
but certainly it is large, especially when it is 
remembered that we are talking about all 
these services for over half of the urban indus- 
trial labour force. 

The third point is simply another aspect of 
the second: the pressure on urban land, insti- 
tutions and services is significantly reduced 
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by contract labour. Indeed, because of it, 
Xinji is a far less congested place, its schools 
and hospitals are far less crowded and pres- 
surized, its housing is far more available and 
comfortable, and its budgets far less strained 
than they otherwise would be without contract 
labour. 

Fourth, urban employers are given the 
flexibility in labour force matters which they 
are denied by the various restrictions on hiring 
and firing of regular urban labour. On the 
one hand, by 1979 the state had not permitted 
any expansions of the regular labour force in 
Shulu for many years. On the other, the ‘iron 
rice bowl’ policies had made firing workers 
almost impossible. While it does not appear 
that there was much need for industrial em- 
ployers in Shulu to reduce their labour force 
in any significant numbers (since industry was 
expanding apace), the power to fire can be a 
major lever in the hands of employers seeking 
to enforce greater discipline over their workers 
and of planners seeking to move workers around 
among enterprises. Indeed, the major argu- 
ments advanced by proponents of restoring 
the employers’ right to fire workers in China 
have been the presumed salutary effects on 
labour discipline and allocative flexibility. As 
well, contract workers complained during the 
Cultural Revolution that almost all the flexi- 
bility which factory managers had in labour 
matters was achieved at the contract workers’ 
expense; this included not only hiring and 
firing but also transfers, goo allocations and 
even wage negotiations.” Not surprisingly, 
we could not find out anything in Shulu 
about how employers and planners made use 
of the leverage afforded them by the institution 
of contract labour, but it is hard to imagine 
that they would not prefer having it, parti- 
cularly coming into a period like the present 
one when efficiency and profitability are 
being stressed in national policy, and when 
planners’ and managers’ own careers may well 
be tied to such matters. 

Of course the urban sector’s gains in these 
matters — especially relating to wage differen- 
tials and the shunting off of social reproduction 
costs of the labour force — are the rural sector’s 
losses. The fact is, though, that while the rural 
collective sector is in effect being forced by the 
institution of contract labour to bear some of 
the costs of industrialization in Shulu, it is also 
benefiting from industry’s use of contract 
labour in some very concrete ways, at least 
compared with where it would be without it. 
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(b) Advantages for rural areas and for the 
rural collective sector 


First of all there is the economic transfer 
from urban to rural which is effected by con- 
tract labour. This includes the monies which 
rural collective units appropriate as a share of 
the contract workers’ salary (under either of 
the payment systems that have prevailed in 
Shulu) as well as the remittances which contract 
workers send to their families back home. The 
first can be estimated, both for 1972 (the last 
year of the old payment system) and 1978 
(under the new one), as amounting roughly to 
a third of a million yuan per year, an amount 
whose magnitude to the rural collective sector 
can be appreciated when it is noted that it 
about equalled 1972 total state budgetary 
support for agriculture (¥ 357,500) and 1978 
state budgeted relief for poor communes 
(¥ 345,000).% (The figure would be higher 
if the 2215 contract workers engaged in com- 
merce were included.) The second is harder to 
estimate, but if each contract worker were 
remitting only one-fourth of his or her net 
income (after paying the fee to the team) back 
home — probably a conservative estimate since 
these workers were getting free housing in 
town, so their only expenses were self-main- 
tenance and travel) — this would still amount 
to around ¥ 100 per year, or another ¥ 800,000 
per year. Therefore, the total amount of 
money brought into the rural collective sector 
by Shulu industrial contract workers in 1978 
was, all told, in the vicinity of ¥ 1,000,000. 
To put this figure into context, it amounts to 
the entire contribution of the rural collective 
sector to the massive water conservancy project 
carried out in southern Shulu in 1977—78. 

Of course this is only the one-way flow; it 
does not take into account the output and 
income lost to the rural collective sector by 
the. loss of these contract workers. If average 
per capita collectively distributed income 
(¥ 88.20 in 1978) were taken as a surrogate 
for net per capita income in the rural collec- 
tive sector (after deducting for taxes, direct 
costs of production, allotments for further 
accumulation and collective income expen- 
ditures), each contract worker would have 
been making a net contribution to the rural 
collective sector of only ¥ 50 or so per year 
(¥ 42 fees + ¥ 100 family remittances - ¥ 88 
lost net income), rather than the estimates of 
¥ 140-170 worked out above. But in fact 
there is every reason to believe that the net 
income which each contract worker would 
have contributed to the rural collective sector 
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in the absence of contract employment would 
be significantly lower than ¥ 88 per year. First, 
the ¥ 88 figure includes as a component the 
relatively high net income per worker in com- 
mune and brigade sidelines, but it is not at all 
likely that contract workers are being recruited 
at the expense of this enterprise labour. In this 
densely populated part of the North China 
plain, there is a problem of excessive labour 
on the land, i.e. in agriculture. Employment in 
commune and brigade industries is one attempt 
to solve the problem, and contract labour 
another. It makes more sense, then, to com- 
pare the value of income produced by contract 
workers against that produced by agricultural 
workers, which is where they would otherwise 
be employed; and there net income per worker 
is no doubt lower than ¥ 88, probably by 
quite a bit. Second, comparison should be made 
not against average but rather against marginal 
net income per worker; here again the marginal 
figures, especially in agriculture are probably 
quite low in Shulu in view of the fact that low 
marginal productivities (in land but especially 
labor) are among the major problems facing 
Chinese agriculture. All in all, then, the net 
income lost to the rural collective sector in 
Shulu because of the assignment of a portion 
of the rural (and, we have argued, specifically 
agricultural) labour force to contract work in 
industry is in all likelihood quite low. Most of 
the revenues brought into that sector by con- 
tract workers, therefore, are probably net 
gains for the rural collective sector. 

A second kind of benefit which the rural 
collective sector can gain from contract labour 
has to do with the skills and contacts which 
contract workers bring back with them upon 
their return to the villages. This is always a 
difficult matter to measure, even with com- 
plete information, and the problem is com- 
pounded by the dearth of information we 
could collect on it in Shulu. Given the rapid 
expansion of the contract labour fotce there, 
it does not appear that many contract workers 
have been returning home anyway, at least in 
the aggregate. But it is possible that the aggre- 
gate figures mask turnover of those who are 
returning only to be replaced by other peasants, 
either under some rotation scheme or because 
of demographic reasons (e.g. young women 
returning home to bear and nurture children 
or returning home when their children who 
may have been with them in town start school 
in the countryside). It also should be noted that 
even in the absence of a significant return rate, 
the contacts and information which contract 
workers can supply to their home villages 
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through visits, phone calls and letters can be of 
enormous importance to the rural collective 
units in helping them identify markets for 
industrial and sideline products which they are 
already or could start turning out, and in helping 
them to obtain needed inputs for industry, 
sidelines or even for agriculture. 

Third, the rural collective sector is spared 
by the institution of contract labour from suf- 
fering the very serious losses that can and indeed 
in recent history have been visited -on it by the 
uncontrolled outflow of peasant labour to 
towns in search of employment. Of course 
the extent of labour outflow, and the precise 
effects which it has upon the rural economy, 
vary depending on the marginal demand (or, 
perhaps more appropriately in a socialist 
system, utility or even need) for labour in a 
given locality, on the extent of remittances, 
on the length of stay away and so forth. The 
experience of the Great Leap Forward, in the 
wake of which peasants deserted many villages 
en masse, may be instructive of the possible 
effects. Here the effects on the rural economy 
and the socialist transition in the countryside, 
though obviously related, need to be distin- 
guished. In terms of the former, many villages 
which were poor from the outset, particularly 
because of low labour densities or lack of infra- 
structure, lost the very workers whose labour, 
organized into farmland construction projects 
under the then-new communes, was the best 
hope for recovery. A downward spiral was set 
into motion, in which the desertions of some 
— and usually it was indeed the ‘best and 
brightest’ peasants who left first — only exacer- 
bated the crisis of the rural economy, which 
increased the pressure (or, if you will, the 
incentive) on others to leave, which worsened 
the crisis further, etc.2° In terms of the latter, 
the rural crisis was simultaneously a crisis for 
the rural socialist institutions, whose develop- 
ment was always predicated on a growing rural 
economy. . Inversely, as peasants, especially 
poor peasants, left the countryside, the capacity 
of the rural collective units to redeem them- 
selves and prove their worth and viability by 
organizing the recovery through collective 
projects in farmland reconstruction, was 
diminished, and for a time the only way out 
was to retreat to less collectivist and even pre- 
collectivist forms of productive relations in 
agriculture. 

It is certainly no accident that the outflow 
of labour from the countryside after the Great 
Leap coincided with the appearance of house- 
hold contract production and other forms of 
individual or small collective sub-contracting; 
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nor were these purely parallel responses to the 
crisis brought on by the Great Leap. (It is also 
not accidental that an essential element of 
recovery when it did come was the recall of 
peasant labour to villages which had been 
victimized by its outflow.” ) In the absence 
of the labour power which could be mobilized 
collectively for recovery, many localities were 
forced to retreat on the collectivization front. 
That this was a welcome development to many 
former rich and upper-middle peasants adds a 
dimension of class conflict to the matter.” 

In sum, the uncontrolled outflow of labour 
after the Great Leap contributed in many 
localities to developments which can appro- 
priately be seen as struggles between rural 
collectivist and pre-collectivist modes of pro- 
duction, and between rural classes as well. 
The contract labour system was born partly 
as a response to these problems. By placing 
the flow of labour out of the rural sector under 
the regulation of state and rural collective 
sector authorities, the risks posed by uncon- 
trolled outflow to the health of the rural 
economy, the prospects for socialism, and the 
rural class conflict (perhaps the latter two are 
not yet moot) are reduced. 

There is a fourth benefit from contract 
labour which accrues at least to a part of the 
rural areas — namely, its poorer part. This has 
to do with the redistributive effects (among 
rural units, not individuals) of contract labour. 
Under the pre-1972 payment system in Shulu, 
poorer teams benefited more than rich ones 
from the portion of the contract workers’ 
wages which they received, since they paid out 
to the workers less valuable work points than 
did the richer teams. Even under the post-1972 
payment system, the poorer teams were to 
receive a larger fee than the richer ones. It 
was also claimed in Shulu — and this claim 
is hardly unique — that in allocating contract 
labour slots preference is given to poorer 
communes, brigades and teams. Of course, this 
redistributive effect must be balanced against 
the significant inequalities among peasants, 
contract workers and regular workers which 
contract labour opens up, which quantitatively 
are probably greater overall than the redistri- 
bution effected at the unit level. 


5. CONTRACT LABOUR, CLASS 
STRUCTURE AND URBAN—RURAL 
CLEAVAGE 


The general conclusion of the previous two 
sections is that temporary contract labour, 
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though still providing for certain inequalities 
between peasants who take contract work on 
the one hand and regular urban workers and 
peasants on the other, nevertheless promotes 
some degree of urban—rural balance in the areas 
of financial flows, developmental possibilities 
and even, in some respects, individual income. 
Yet, at the same time it also rests upon and 
may even serve to reinforce the structural 
cleavage between urban and rural people, 
economies and institutions. Contract labour is 
built around the household registration system, 
which divides the Chinese people into cate- 
gories of rural and urban (technically, ‘non- 
rural’) householders. People in these categories 
face entirely different prospects for employ- 
ment and advancement, structures of income 
and social services, and social and cultural life. 
Peasants in Shulu County and much of China 
accept — indeed, they vie for — urban contract 
work, despite its more unfavourable terms com- 
pared with regular urban workers, precisely 
because the urban—rural cleavage, and the 
household registration system which is used to 
enforce it, pose such severe obstacles to upward 
and townward mobility in any other way. In 
this sense, contract labour is based upon the 
urban—rural cleavage. Moreover, by permitting 
state regulated movement of labour from 
countryside to city in places where it is needed, 
contract labour prevents the state from having 
to dismantle the household registration system. 
In this sense, contract labour may actually 
be seen as reinforcing or at least preserving 
the urban—rural cleavage at its point of greatest 
vulnerability. 

Yet, at the same time, contract labour may, 
in dialectical fashion, be producing new class 
forces which will bring pressure against the 
household registration and contract labour 
systems themselves. Contract workers form a 
distinct stratum of the peasantry. They remain 
tied to it by the rural collective units’ con- 
tinuing claim on their labour, their occupational 
futures and a portion of their income, as well 
as by the fact that their families usually stay 
at home in the village. Yet their non-agricultural 
occupations, their opportunity in many cases 
to reside in a town (albeit on an irregular or 
subaltern basis) and their higher incomes set 
them clearly apart from the peasantry. These 
Same factors bring them within the closest 
possible proximity to the urban working class, 
yet they are denied equal status with members 
of that class in terms of income, job security, 
fringe benefits, housing and access to oppor- 
tunities for upward mobility for themselves 
(like job promotions) and for their children 
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(like superior schooling and assignment to 
urban employment). Contract workers’ objec- 
tive situation engenders a clear interest in 
removing the restrictions embedded in the 
household registration and contract labour 
systems, so that they can become regular 
workers. In Shulu, they acted on this interest 
by trying to change their household registra- 
tions; though this failed, they did manage to 
alter their payment system, reducing signifi- 
cantly the share of their income going to their 
rural collective units. Throughout much of 
China, contract workers proved to be among 
the most radical participants in the Cultural 
Revolution. In short, the system of contract 
work, intended originally to reinforce the 
household registration system and through 
it the peasant—worker cleavage, has created a 
stratum which strongly opposes continued 
maintenance of the cleavage and the regulatory 
systems associated with it.*! 


6. CONCLUSIONS 


Six main points have emerged in this dis- 
cussion. First, in Shulu County temporary 
contract labour has made a very significant con- 
tribution to industrialization. Shulu had built a 
solid industrial base by the mid-1960s, but it 
was only in the latter half of that decade and 
on into the 1970s that Shulu really grew into 
the premier industrial county of Shijiazhuang 
Prefecture, developing a wide range of industries 
including some rather modern, sophisticated 
lines of production. This development was 
based predominantly on the employment of 
peasants on a temporary contract basis, to the 
point that by 1978 these workers made up a 
majority of the work force in county-level 
industry. Contract workers also helped sub- 
sidize Shulu industry by virtue of their lower 
wages compared with the regular urban industrial 
work force. 

Second, this heavy use of temporary contract 
labour enabled Shulu to minimize permanent 
townward migration during its period of rapid 
industrialization. In other words, urbanization 
has proceeded at a much slower rate than the 
county’s rapid industrialization would other- 
wise have caused. Xinji, the county capital, 
would have had around twice its 1978 popu- 
lation if the temporary contract system had not 
prevented the contract workers’ families from 
setting up residence there. 

Third, the system of contract labour has 
helped promote urban—rural balance in a 
number of ways, but also set limits to that 
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balance. It enabled rural collective units to 
appropriate significant amounts of funds which 
could be used to finance rural development. 
It also directed significant funds into the rural 
household sector by paying contract workers 
far more than they would have made in their 
villages. Had the contract work system not 
existed, these monies would have reached the 
workers anyway of course, but as members 
of an urban rather than rural household sector. 
By tightly regulating the labour market, the 
contract system may also have kept wages 
higher than they would have been if peasants 
had been permitted to flood the labour market, 
although this is a highly speculative, counter- 
factual matter and also one subject to other 
possible interventions by the state to maintain 
wage levels. Whatever the size of the gains in 
urban—rural balance resulting from contract 
labour may be, they must be weighed against 
other imbalances built into the system. The 
most glaring of these were the continuing 
inequalities between contract and_ regular 
workers in the areas of wages and benefits. 
Then there is also the intangible factor of the 
burden placed on contract workers (and their 
families) by virtue of separation from family 
and the rigours of periodic travel home. 

Fourth, contract labour had complex 
effects. in terms of distributional questions 
within the rural areas, increasing equality in 
some respects but opening up new inequalities 
in others. Specifically, it increased equality 
among rural collective units in various ways, 
but it also increased inequality among peasants 
within given collective units. 

Fifth, it helped to reinforce the structural 
class inequality between workers and peasants 
in China. Most discussions of rural—urban 
relations address the question of balance in 
the distribution of particular resources or 
utility values, such as investment funds, know- 
ledge, capital goods or income. A more struc- 
tural perspective is also needed, paying atfention 
to class relations and differences in terms of 
incorporation into a particular mode of pro- 
duction which may exist in the social forma- 
tion, questions about occupational structure 
and opportunity that flow directly from this, 
and other matters which may or may not also 
flow from it such as incorporation into a 
specific structure of political organization, 
social status and culture. In this general area, 
temporary contract labour has had the effect 
of reinforcing the worker—peasant cleavage in 
Chinese society, even while it may be redistri- 
buting resources in a somewhat more balanced 
way across that cleavage line. Thus, while 
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paying contract workers more than they would 
make as peasants, it also prevents them and 
their families from becoming workers and 
urban dwellers. By putting peasant contract 
workers in the closest possible proximity to 
the urban-based working class, it drives home 
ever more forcefully the class inequality between 
them. 

This leads directly to the final point. The 
contract work system creates a social stratum — 
the contract workers and their families — which 
threatens the very basis of the worker—peasant 
class cleavage that the contract labour system 
was designed to or at least served to maintain. 
Contract workers have already expressed their 
opposition to the class inequalities between 
themselves and the working class in the form of 
political protests during the Cultural Revolution 
(in China generally) and in some, perhaps 
more measured, form of political action in 
Shulu County up to 1972. While the details of 
the 1972 dispute remain unclear — itself an 
indicator of their seriousness, perhaps — what 
is clear is that the workers gained economic 
concessions for themselves at the expense of 
their rural collective units (and therefore also 
at the expense of their fellow peasants), but 
that they lost in their effort to remove the 
structural ' barrier dividing them from the 
working class: their demand for a change in 
their household registrations to ‘non-rural’ 
was not met. The class cleavage still remains, 
therefore, and while its effects have been 
ameliorated by economic concessions, there is 
no reason to expect the class conflict embodied 
in, engendered by, and perhaps even reinforced 
by contract labour to go away by itself. Con- 
tract labour will continue to be part and parcel 
of the dynamics of socialist China’s changing 
class structure and the political changes which 
they in turn effect. 


POSTSCRIPT: CONTRACT LABOUR AND 
THE CHINESE RURAL REFORMS — SOME 
SPECULATIONS 


Temporary contract labour has never received 
very much attention in Chinese published 
media, and it has not been possible to return 
to China since 1979 to study the issue further. 
Therefore, the effects of the massive changes 
in rural organization under the recent reforms 
on contract labour in Shulu remain adumbrated. 
While there is little to report, therefore, it 
may not be inappropriate to speculate on the 
possible developments given what is already 
known about pre-reform days. 


WORLD DEVELOPMENT 


The major changes in rural political and 
economic organization which will bear upon 
contract labour are two: first, the reduced 
capacity of rural collective units, especially 
at the grassroots levels (the teams but par- 
ticularly the brigades) to regulate economic 
activity; and second, the general freeing up of 
labour markets in the towns and rural areas. 
The contract labour system always depended 
for its operation upon a double enforcement: 
by the rural collective units below, which kept 
peasants employed in the rural areas and regu- 
lated contract arrangements by which a select 
few could undertake urban industrial employ- 
ment; and by the urban factories and labour 
bureaux above, which restricted and regulated 
the labour markets on the urban side. As the 
general administrative and political capacities 
of the rural collective units have declined under 
the recent reforms, control of rural outmigra- 
tion will become harder to enforce. Specifically, 
now that rural cadres are not calling upon 
peasants to show up for work each day on 
collective fields, peasants will be freer to leave 
the countryside on their own to seek urban 
employment. And since rural cadres have seen 
their political role decline under the recent 
reforms, even if such migration is formally 
made illegal or frowned upon in policy and 
propaganda, there will be less that rural officials 
will be able to do to enforce such laws or policies. 

In addition, as freer and more informal 
labour markets open up in towns, peasants are 
likely to respond by coming to town in greater 
numbers in search of employment. Even if 
more jobs do not actually open up in a given 
area, townward migration may grow as peasants 
now find it easier to leave hoping they can find 
or even create such jobs. Hence, townward 
migration can be expected to grow, and to do 
so in ways which are less subject than before 
to state regulation and control. Moreover, 
with the possible opening up of private and 
informal housing markets in towns (the rise of 
privately run inns has been reported in the 
Chinese press, and it is certainly not beyond the 
capacity of Chinese urban dwellers to try to 
make some money by renting out space in their 
homes if they have any to spare), the increased 
townward migration may take on a broader and 
more permanent character, as peasants bring 
all or part of their families with them and stay 
longer. 

If this set of developments begins to take 
place, a number of effects can be imagined. 
Factory managers under pressure to maximize 
profits may prefer to hire these migrants 
rather than rural contract workers (or even 
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regular urban workers), since they could 
probably get them on better terms. This could 
further undermine the contract labour system, 
while also possibly driving down the level of 
industrial wages across the board. For the rural 
areas, this would mean a loss of the intra-rural 
redistributive effects of contract labour, as well 
as of the urban-to-rural economic transfers that 
it had effected. For the peasants who obtain 
urban jobs, falling wages on the more com- 
petitive labour market may mean a loss of 
income relative to what they would have 
received under contract labour. For urban 
workers there may also be downward pressure 
on wages and increased capacity for factory 
managers to enforce all manner of labour 
discipline on them. And for town dwellers and 
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urban governments, there would of course be 
the increased pressure on urban _ services, 
amenities and space. 

Of course, none of the elements of this 
grim scenario is beyond the capacity of the 
Chinese state to regulate should it choose to 
do so. The question may rather be to what 
extent, and in what ways, it chooses to do so. 
The set of possibilities outlined here would 
go far toward overcoming the class cleavage 
between peasants and workers which contract 
labour embodied and reinforced. But in doing 
so, it might well make both classes worse off 
in economic terms, while also pitting both 
against the interests and power of the Chinese 
socialist state and its plans for China’s economic 
development. 
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this opposition to household registration and main- 
tenance of the peasant—worker cleavage. Their lower 
income and standard of living and their more toilsome 
conditions of work provide an objective material 
base for such opposition. Yet it is not at all clear that 
most peasants would have an objective interest in 
eliminating the contract labour system. In view of the 
high rates of urban unemployment in China, most 
peasants seeking urban work would have difficulty 
finding it; many of those who did might end up in an 
informal labour market doing periodic, insecure, 
low-paying work. Of course many might still want to 


be able to take their chances. But for those staying 
behind (excluding family of those who found lucrative 
urban employment), eliminating the contract labour 
system would mean the loss of collective revenues 
accruing from the collectives’ share of contract 
workers’ wages, and also loss of a claim on the contract 
workers’ labour in emergency situations. Certainly 
this would be opposed by those most committed to 
and dependent on the rural collectives, such as some 
of the poor and the rural collective unit cadres. The 
precise lines of cleavage on this issue of course have a 
subjective component which cannot. be discerned 
from even the most precise analysis of the objective 
conditions. My point here is simply that there is no 
necessary reason to suppose that the peasantry as a 
whole would favour the elimination of the contract 
labour system and its replacement by unrestricted 
movement of rural labour to urban employment. 
Much more likely, the question would be controversial 
within the peasantry, one possible line of cleavage 
being between the strata of contract workers and some, 
but only some, of those who continue to be employed 
in agriculture. 
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Party Building since Mao-A Question of Style? 


TONY SAICH 
Sinologisch Instituut, University of Leiden, Netherlands 


Summary: — Party workstyle remains a problem for the CPC leadership, reinforced by rejec- 
tion of Cultural Revolution methods and re-evaluation of Mao which have confused many 
cadres. In a number of ways, Mao had destroyed the ‘rules of the game’ of the Leninist Party- 
state. Yet the problem is one of structure of power not merely of attitude. Development 
strategies have been changing; moves have been made towards economic reforms. These call 
for a different kind of Party than that which existed prior to 1976. For example, in relations 
with other institutions, the dominating role of the Party will need modification. In combating 
‘sickness’ within the Party, two problems have been diagnosed by the authorities: bureaucratism 
and feudal hangovers. These lead to corruption, patronage and lack of inner-Party democracy. 
Earlier ideas of inner-Party struggle by democratic means and a real role for the Constitution 
have been revived. The latter now includes restrictions on individuals acting beyond the scope 
of Party policy — a thrust at the personality cult that develops around Party leaders. Life-long 
tenure for cadres is being abolished, and interpenetration of state and Party organs limited to a 
degree, though differences continue on how far this should proceed and on the amount of 
freedom to be given to intellectuals to intervene in the process. 


was indicated in a Red Flag article of March 
1982. The article stated that although five years 
had passed since the ‘smashing’ of the ‘Gang 
of Four’, Party workstyle had not fundamentally 
improved. Following Chen Yun’s lead this 
problem was described as a ‘life and death 
question for the whole Party’.” Both Hu 
Yaobang and Deng Xiaoping, in their speeches 
to the 12th Party Congress (September 1982),? 
listed the need to rectify Party workstyle as one 
of the four main tasks. 

The emphasis on criticism of workstyle and 
not structures is reinforced by the public 
reassessment of Mao Zedong. Although great 
criticism has been levelled against Mao’s eco- 
nomic policies and his ‘erroneous’ views on 


The question of workstyle of a 
Party in power is one that has a 
strong bearing on the life and 
death of a Party (Chen Yun). 


1. INTRODUCTION 


Perhaps the most enduring and damaging 
legacy of the Cultural Revolution decade 
(1966—1976) is the loss of the Communist 
Party’s prestige. The sponsored attacks on the 
Party which ushered in the Cultural Revolution, 
the ensuing twists and turns of political line 
promoted by the Party, the alleged disappear- 
ance of intra-Party democracy and the exposés 


of the corrupt practices of some Party officials 
have damaged the Party’s prestige and ‘aroused 
indignation’... The current view promoted by 
the Chinese authorities appears to be that what 
is at fault is not so much the policies but the 
way those policies have been decided and imple- 
mented. The need to build democracy and 
socialist legality has been a key theme for the 
present leadership. Since the arrest of the ‘Gang 
of Four’ the Chinese press has been littered 
with articles discussing Party workstyle. Follow- 
ing a meeting of the Central Commission for 
Inspecting Discipline in early 1982, the cam- 
paign to rectify workstyle was stepped up. 
The seriousness of this problem to the Chinese 
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class struggle in socialist society, it could well 
be argued that, for the present leadership, 
Mao’s greatest fault lay not so much with what 
he did but with the way in which he did it. In 
this sense Mao’s ‘crime’ was that he destroyed 
the ‘rules of the game’ which he, himself, had 
helped draw up. The result was that genuine 
discussion within the Party was destroyed as 
politics became increasingly personalized. 

Such a line of argument is enticing. To be 
sure, the authoritarian political practice of the 
‘Gang of Four’ contrasted strikingly with their 
espoused democratic principles. However, an 
excessive concentration on workstyle tends to 
blind one to major changes which have taken 
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and are taking place. First, there appears to be 
a realization by some Party members that a 
concentration on workstyle without making 
structural changes would be a waste of time. 
Some of the problems of workstyle are endemic 
to a system where power is so hierarchically 
arranged and where ‘security of tenure’ and 
access to restricted materials and goods gives 
unlimited opportunity for corruption and 
patronage. The notion implied by the con- 
centration on workstyle is that the problem is 
primarily one of attitude, not one of structure. 
However, past experience not only from China 
but also from Eastern Europe and the Soviet 
Union shows that the problems inherent in a 
system where power is so unequally distributed 
cannot be overcome simply by ensuring that 
those within the system think in the proper 
way and adopt the correct workstyle. Some 
in the Party do recognize the need for struc- 
tural reform. Indeed the Constitution adopted 
at the 12th Party Congress takes some ten- 
tative steps towards structural reform, although 
clearly they are not as far-reaching as some 
would have liked. Also, the sterner measures 
introduced in March 1982 to combat corrup- 
tion suggest a more widespread lack of con- 
fidence in the approach offered. As of March, 
corrupt cadres were given the choice of ‘owning 
up now’ and receiving seven years imprison- 
ment or waiting to be found out and then being 
taken out and shot!* 

Secondly, an excessive concentration on 
workstyle can obscure the change which has 
taken place in the role of the Party in the 
Chinese system. The development strategy 
promoted in earnest since the 3rd Plenum 
(December 1978) calls for quite a different 
kind of Party than that which existed imme- 
diately prior to the arrest of the ‘Gang of 
Four’ or, for that matter, to that which existed 
during the years 1977-1978. The current focus 
on economic modernization and the exclusion 
of any ‘serious’ class struggle from Chinese 
society requires a different Party to preside 
over the system than the mobilizational Party 
of either the ‘Gang of Four’ or Hua Guofeng. 

The main part of this paper will address 
itself to the Party which has evolved since the 
3rd Plenum. It is hoped that the discussion will 
also highlight different views within the Party 
about what kind of a Party it should be and 
what its correct relationship with state and 
society should be. In part, these views are 
related to differing approaches to development 
but, as with the study of all things Chinese, a 
neat division cannot be made. 
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2. PARTY REBUILDING BEFORE 
THE THIRD PLENUM 


Before considering the more recent develop- 
ments it is instructive to consider briefly dif- 
fering conceptions of the Party since the 
attacks launched on it in the mid- to late 1960s. 
Such a consideration not only shows the diverse 
range of views about the Party and its role but 
also prevents the later discussion from appearing 
in a vacuum. Although the changes in the post- 
Mao era appear to have occurred swiftly some 
of the trends had already been set in motion 
from the early 1970s. The inability of the 
Cultural Revolution to find alternative forms of 
organization which could gain legitimacy meant 
that some kind of a Party would be in power. 
The question remained of what kind of a Party? 

The attack on the Party at the start of the 
Cultural Revolution should have laid to rest 
the approach of studying the Chinese Com- 
munist Party as a monolithic entity. Indeed, 
the severity of the attacks led some authors to 
speculate whether the Party would continue 
to provide the institutional core for political 
leadership. For a while it appeared as if the 
future of the Party as an institution was being 
called into question. Even though the ‘radical’ 
alternative of the commune was rejected it 
appeared that, from the Party’s point of view, 
at worst it would be replaced by the new 
‘organ of power’ — the revolutionary com- 
mittee — or, at best, it would share power 
thus losing its uniquely dominant role. Certainly 
its leadership role had been shattered. There 
was no possibility that, in Schurmann’s words, 
all members would at any time ‘act in a unified 
fashion throughout the society to carry out 
policy determined by the top leadership’. 

Yet, when it came to the crunch Mao was 
too much of a Leninist to reject outright the 
concept of Party leadership. When confronted 
with the alternative of the commune as set up 
in Shanghai, Mao rejected it and claimed that 
‘communes are too weak when it comes to 
suppressing counter-revolution’.© In fact the 
revolutionary committees set up in early 1967 
implied the future reorganization of new and 
independent Party committees. Notices pub- 
lished by the Heilongjiang and Guizhou Revo- 
lutionary Committees looked forward to the 
re-establishment of provincial Party committees 
and regarded the jurisdiction of the revolu- 
tionary committee over Party affairs as a 
purely temporary measure.’ Certainly, with 
the convocation of the 9th Party Congress 


(1969) it was clear to all that the Party would 
return. 
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This intended return of the Party brought 
to the forefront of Chinese politics a number 
of important organizational questions. First, 
what kind of a Party should it be? Second, 
what should the correct relationship be between 
the Party and other institutions — particularly 
the revolutionary committee and the People’s 
Liberation Army? Third, where should the new 
revolutionary cadres come from? Before 
considering these it is worth outlining those 
ideas of Mao’s which are relevant to the pro- 
gramme of Party-building. 

Like most people Mao was better at knowing 
what he did not want than at knowing what 
he did want. Little of Mao’s time seems to have 
been devoted to working out the precise organi- 
zational arrangements which would follow the 
destruction of the Cultural Revolution. Perhaps 
like the straw sandals of Hunan they were to 
shape themselves in the making.” In large 
part it was up to others to put the flesh on the 
bones which Mao provided, an undertaking 
which, as later history has shown, was dangerous 
for those involved. 

As was noted above, in the final analysis Mao 
was unwilling to totally reject leadership by 
some kind of elite over Chinese society. Hence 
the suggestions of the Shengwulian to create a 
system based on the commune were rejected, 
as were those of Chen Boda who favoured the 
continuation of the Party as it had been in the 
radical phase of the Cultural Revolution. For 
Mao leadership was necessary but those people 
in leadership positions were the object of 
suspicion. In particular Mao thought that there 
was a tendency for leaders to divorce them- 
selves from the masses with disastrous results 
for the masses. As a consequence leaders 
were to maintain contact with the masses 
through, for example, the participation of 
cadres in labour and by giving the masses the 
opportunity to supervise and criticise their 
leaders. Thus, within the Party, institutional 
controls such as the Commissions for Inspecting 
Discipline were not considered necessary. 
Cadres would be kept on the ‘straight and 
narrow’ by the vigilance of the masses and by 
their closer integration with the masses. 
Naturally this also implied a suspicion of the 
hierarchical structure of the Party because it 
could lead to a divorce of leaders from the led 
and a pursuit of self-interest. This thread of 
ideas reaches its fruition with Mao’s notion 
that this could provide part of the basis for 
the emergence of a new class. 

In practical terms this concern was reflec- 
ted in Party and State Constitutions adopted 
during the 1970s. The Party Constitutions 
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adopted by the 10th and 11th Party Congresses 
both contained a stipulation enabling individuals 
to bypass the normal chain of democratic 
centralism. Party members were given the right 
to appeal to the Party Chairman himself 
(Articles 5 and 12, respectively).? The State 
Constitution adopted by the Sth National 
People’s Congress actually gave citizens the 
right to ‘speak out freely, air their views fully, 
hold great debates and write big-character 
posters’, (Article 45) 220 The growing stress, 
particularly from 1979, on the restoration of 
internal monitoring of the Party and the 
adoption of institutionalized channels of parti- 
cipation for the masses has meant that such 
references have been dropped from the new 
Party Constitution and Draft State Constitution. 

Another important and related aspect of 
Mao’s ideas was that of the relationship of the 
Party to other organizations and institutions in 
society. Without doubt Mao saw the Party as 
the most important institution. However, as 
Schram has shown, the Party for Mao was one 
instrument among many, it was not something 
unique which, in itself, was the embodiment of 
legitimacy. The Party was seen as a means 
towards an end, a view which gave rise to the 
possibility that other organizations might be 
equally effective as the means. The practical 
consequence of this has been that other insti- 
tutions gain in importance. The ‘Gang of Four’ 
have been criticized for their promotion of 
non-Party organizations as a challenge to Party 
power. In part this can be interpreted as an 
expedient given their weakness in the Party 
but also it derives from Mao’s ambivalence over 
the role of the Party and its relationship to 
other institutions. This ambivalence over the 
superiority of the Party and the subordination 
of mass organizations to it, combined with a 
suspicion of Party leadership made the opera- 
tionalization of the system extremely difficult. 

Two other aspects of Mao’s thought must be 
mentioned:. his view of class struggle, and his 
approach to development strategy. While 
building socialism it was important for Mao 
that not only the end be borne in mind but 
also that the means of achieving that end be 
carefully scrutinized. The Party was not only 
to promote production but was also to ensure 
that a ‘new class’ did not come to power in the 
process. Revolutionary struggle and the struggle 
for production was inseparable and in the last 
analysis class struggle was the most important. 
As Andors has stated, although economic 
development and technical transformation were 
seen by Mao as a vital part of building socialism, 
unless this was accompanied by a struggle to 
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revolutionize production relations ‘not only 
would the transformation of the economy and 
technology ultimately be limited by the forms 
these had assumed under capitalism, but 
also the attempt to revolutionize consciousness 
or ideology would not succeed’.!* The Party, 
then, has a major role in ensuring political and 
ideological correctness. Also, Mao’s faith in the 
masses meant that a greater role could be 
attributed to them as a part of the development 
strategy. In the Great Leap Forward, although 
the Party was to be in control of the movement, 
the movement was based on the premise that 
the enthusiasm of the masses could be harnessed 
and used for economic growth and industriali- 
zation. Such an approach calls for a different 
type of Party than one which relies on experts 
and carefully prepared plans. 

It was left to others to find the required 
organizational forms. One problem which 
arose during this search was that of legiti- 
macy, a problem which has persisted. At the 
start of the Cultural Revolution the massive 
attacks on the Party meant that its legitimacy 
was eroded and legitimacy was transferred to 
the supreme leader. Although the extremes of 
the cult of personality were rejected, as was the 
form of Party organization proposed by Chen 
Boda to support it, the problem remains in the 
post-Mao years. The ‘Gang of Four’ sought to 
devise new organizational forms which could 
combine more traditional Leninist concepts 
with those thrown up by the Cultural Revolu- 
tion. They did not seek to abandon Leninism 
and as White has commented the ‘Gang of 
Four’ failed to ‘make a break with the structural 
and normative logic of the Leninist form of 
state socialism’. White writes that they used 
hierarchical means to bring equality, authori- 
tarian means to bring democracy, and the 
invocation of obedience to encourage initia- 
tive. ~ The models experimented with failed 
to gain legitimacy. This, combined with their 
suspicion of the Party and lack of support 
within its top leadership, meant that they all 
too readily fell back on the invocation of Mao’s 
name as a source of legitimacy. The breakdown 
of the Party’s authority and the inability to 
revive it or to produce a substitute created an 
excessively leader-oriented source of legitimacy. 

Despite Hua Guofeng’s policy differences 
with the ‘Gang of Four’ he, too, was presented 
with the problem of securing legitimacy. The 
problem remained of institutionalizing what he 
perceived to be the Maoist legacy. In terms of 
development strategy he favoured an approach 
similar to that of the Great Leap Forward. This 
approach was to be based on mobilization but 
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was to be conducted with the Party firmly in 
command. In early 1978 at the 5th National 
People’s Congress, Hua unveiled the economic 
plans for the future. The basis was the 1976— 
1985 Ten-Year Plan which set forward a series 
of ambitious targets. The plan bore resemblances 
to Mao’s Twelve-Year Plan of the mid-1950s 
which had preceded the Great Leap Forward 
and the rhetoric began to mirror that which 
accompanied the Great Leap. In fact, the 
slogan of the Great Leap of ‘going all out, 
aiming high to achieve greater, faster, better and 
more economical results in building socialism’ 
was included in the General Programme of the 
Party Constitution adopted by the 11th Party 
Congress." Noticeably it is absent from the 
Constitution adopted by the 12th Party Con- 
gress.15 Hua appears to have wanted to create 
a ‘Great Leap type of Party’ — one which 
was sufficiently flexible and able to use a 
mobilizational style of politics. However, 
again the problem of creating legitimacy 
remained. While trying to restore Party prestige 
Hua also resorted to the adulation of Mao as 
the source of legitimacy while at the same time 
creating his own cult of personality. 

Most of the 1970s saw an attempt to insti- 
tutionalize and operationalize a system which 
did not reject the fundamentals of Leninism 
but at the same time incorporated the inno- 
vative and new organizational principles of the 
Cultural Revolution. This is reflected in the 
Party Constitutions of 1973 and 1977. Although 
there was a steady erosion of the new and a 
greater preponderance of the old both Con- 
stitutions sought to strike a balance. Con- 
sequently, one sees traditional Leninist concepts 
such as Democratic Centralism and the need 
for Party discipline alongside emphasis on the 
rebellious nature of the Cultural Revolution as 
summed up in the phrase ‘going against the 
tide is a Marxist principle’.!® The Constitution 
adopted by the 11th Party Congress reflected 
the drive to revive traditional Leninism at the 
expense of innovation introduced during the 
Cultural Revolution, but not all was thrown 
overboard. A favourable attitude to the Cultural 
Revolution was maintained and Hua pointed 
out that many such political revolutions would 
be necessary in the future.!7 Although the 
disciplinary role of the masses was limited 
they were still expected to ‘keep an eye’ on 
the Party. 
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3. PARTY REBUILDING SINCE THE 
3RD PLENUM 


Following the 3rd Plenum of the 11th 
Central Committee (December 1978) a faster 
and more fundamental change has taken place. 
For our purposes the Plenum was important in 
two respects. First, despite the Plenum’s 
exhortations to forget about the past and look 
to the future, decisions made at the Plenum 
led to a selectively detailed review of the thirty 
years of the history of the People’s Republic. 
From the point of view of Party rebuilding 
the ‘reversals of verdict’ on two particular people 
were of great significance. The restoration of 
Peng Dehuai’s good name paved the way for 
criticisms of the breakdown of traditional 
Party norms while the reversal of the verdict 
on Liu Shaogi aided the reconstruction of 
those norms.! Secondly, the Plenum put 
China firmly on a new economic path to achieve 
the goal of the four modernizations. The Great 
Leap style mobilization strategy was replaced 
by the more cautious programmes for economic 
growth favoured by people such as Chen Yun 
and Xue Mugiao. Although the trend had been 
visible for a long time the need was clearly for 
a more predictable Party capable of being an 
efficient organizational decision-making body. 

The Plenum marked the subordination of all 
other work to that of achieving the four modern- 
izations. The Plenum contended that class 
struggle was no longer the principal contra- 
diction in Chinese society and Beijing Review 
stated that ‘the fundamental change in the class 
situation in our country is the objective basis 
for the shift in focus of our Party’s work to 
socialist modernization’..” Political work was 
being seen increasingly in terms of its ability to 
increase production. The slogan continually 
put forward was that of ‘less empty talk’. This 
was used to criticise previous campaigns and 
political objectives. Also politics and economics 
were being separated into distinct entities. This 
was combined with the notion that economic 
work should grasp the Laws of Economic 
Development’.” 

Economics and the struggle for production 
are now clearly in command with immediate 
consequences for the Party. Party work is now 
to serve and help bring about the realization of 
the four modernizations. Correspondingly, 
political and ideological work decline in impor- 
tance. Consequently, the role of the Party as 
guardian in these realms diminishes. The role 
of the Party and its superiority as interpreter 
of the ideology are still affirmed but it is dif- 
ficult, in practice, to see what this means 
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other than removing the ‘ideological drift- 
wood’ which is seen as an impediment to 
economic work. The new stress on production 
guided by ‘experts’ and conducted in an orderly 
fashion without the unrestrained participation 


of the masses has meant that Party organizations 


are now required to be efficient planning insti- 
tutions, predictable, but not inflexible, in their 
actions and with a discernible and hierarchical 
chain of command. As Young has pointed out, 
what is now required of the integrative functions 
of the Party is to provide a ‘competent admini- 
stration’ rather than to discover and implement 
a ‘correct’ political direction.” 


4. INTERNAL PARTY ORGANIZATION 


Criticisms of the Party have concentrated 
on bad workstyle and only belatedly have 
structural problems been approached. While 
criticizing the ‘Gang of Four’ for their arbitrary 
methods it is conveniently forgotten that the 
post-Mao leadership came to power through an 
act totally outside of the established principles 
— members of the highest Party body were 
arrested without consulting the Politburo. 

The criticism and re-examination of the past 
have led to the identification of two different 
problems as the source of faulty workstyle: 
problems of bureaucratism and problems of 
remaining vestiges of feudalism. The term 
bureaucracy in this derogative sense covers a 
multitude of sins ranging from the swollen and 
overstaffed offices to the criticism of cadres 
who are said to have ‘divorced themselves from 
the masses’. As early as August 1980 Deng 
Xiaoping identified this as a major problem 
when he told the Politburo that: 


Bureaucratism is a great problem that exists in the 
political life of our Party and state . . . Both in 
our domestic affairs and our international dealings, 
all this has reached an absolutely intolerable state.” 


By March 1982 Wang Renzhong was moved to 
lament that investigation had shown that nota 
single province could be found which was free 
from graft, embezzlement, etc. 

The continued existence of feudalism is 
seen to arise not only as a result of ‘hangovers’ 
from the past, such as attitudes towards autho- 
rity, but also because the ‘Gang of Four’ 
promoted ‘feudal fascism’.”* One major concern 
of this thrust of the criticism is the excessive 
power which such an approach gives to one 
person. Deification of Mao clearly has not been 
eradicated. Those who adhered too closely to 
the principles laid down by Mao were denounced 
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as the ‘Whatever’ faction. Later, during the 
campaign to criticise ‘leftism’ which preceded 
the 6th Plenum (June 1981) the criticism 
was extended to include Hua Guofeng. 

However, the extent of criticism of the past 
has varied considerably. Leaders such as Hua 
Guofeng and Ye Jianying have continually 
sought, for example, to moderate criticism of 
Mao and to stem the flood of exposés of 
Mao’s ‘mistakes’. Hua in his pronouncements 
has sought to narrow the focus of those under 
criticism. Criticisms of Mao undermine Hua’s 
legitimacy to rule as Mao’s personally chosen 
successor, while a broadening of those to 
be criticized would chip away at his own sup- 
porters. At the other extreme within the Party 
there have been the criticisms of those such as 
Li Honglin. In March 1979, Li made a scathing 
attack on the legacy of the Cultural Revolution 
and he clearly indicated that the source of these 
faults was the dominance of the individual 
in the Chinese political system. Li implies that 
the years of the late 1950s also suffered from 
the same problem. Clearly these were years 
when policy formulation was dominated by 
Mao.*> Other Party members have been less 
harsh. Li Xiannian, for example, has pointed out 
that although, in retrospect, the faults of the 
Great Leap Forward are apparent, the decision 
to launch the movement was made by the Party 
and not by an individual.?© Dominating the 
middle ground have been the shifting views of 
Deng Xiaoping. He has sought to steer a path 
avoiding the excesses of criticism and the white- 
washing of the mistakes committed by Mao. 
This approach dominated the ‘Resolution on 
Party History’ adopted by the 6th Plenum 
(1981). On the question of Mao the ‘Resolution’ 
condemns him for his mistakes but makes it 
clear that the mistakes were those of a ‘great 
proletarian revolutionary’ whose errors were 
secondary to his great revolutionary achieve- 
ments.?” 

To right the past wrongs and to suit the 
demands of the new modernization programme 
a number of institutions and policies have been 
revived or created. For the most part these 
reflect Deng Xiaoping’s desire to return to a 
‘conventional way of doing things’.7® Measures 
have been introduced to deal with both work- 
style and some of the more obvious structural 
problems, such as the abolition of the lifetime 
tenure of cadres. The reforms being experi- 
mented with do not in any way threaten the 
stability and integrity of the Party and repre- 
sent an attempt to modify the excesses of 
traditional Leninism. Challenges to the right of 
the Party to rule based on its none too good 
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‘track-record’ during the Cultural Revolution 
decade are rejected with statements to the 
effect that although the ‘Gang of Four’ used 
the Party to implement their ‘disastrous’ 
policies, it was the Party which set things to 
right. Reforms, then, will be carried out by the 
Party itself. Forces outside of the Party, such 
as those unleashed during the Cultural Revolu- 
tion, will not be mobilized. To revitalize the 
leadership and to restore Party prestige, Party 
discipline has been re-emphasized. Discipline 
and good behaviour are to be reinforced by 
administrative control mechanisms and 
definitively not by mass supervision. 

Within the Party the correct functioning 
of principles such as democratic centralism and 
collective leadership are seen as vital. The 
Constitution adopted by the 12th Party Congress 
contains a more detailed outline of the principles 
of democratic centralism than was previously 
the case. While stressing the subordination of 
minority to majority and lower levels to higher 
levels the Constitution also states that higher 
Party organizations should pay constant atten- 
tion to the lower organizations and rank-and-file 
Party members.2” In terms of the right of 
Party members to criticize, the stress is on this 
being carried out in an orderly fashion. Party 
members, if they disagree with decisions or 
policies, are still accorded the right to take 
their views to higher levels including the Central 
Committee, but not to the Chairperson (the 
post having been abolished). The Constitution 
stresses, like the 11th but unlike the 10th, that 
while this process is taking place Party members 
must ‘resolutely carry out the decision or 
policy while it is in force’. Also, it is stated 
that any criticism of other members or organi- 
zations should be ‘well-grounded’.*! 

If recent practice seems to have stressed the 
centralist component more than the demo- 
cratic one, democracy is still seen as important 
not just for the Party but for society as a whole. 
However, within the Party, two restraints are 
placed on democracy. It is limited to those who 
do not challenge the fundamentals of the 
Party line and it is not to be seen as an end in 
itself — it, too, must serve the goal of the four 
modernizations.““ To date, two groups have 
been identified to which the rights of demo- 
cratic expression do not extend. First, there 
are those who are said to have mis-interpreted 
the degree of freedom possible and who have 
promoted ‘so-called democracy’. Second, 
there are those who have been denounced as 
the ‘Whateverists’. The existence of democracy ~ 
in the Party is vital both for internal communi- 
cation and to link the Party with state and 
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society. This will provide the Party leadership 
with the necessary information to frame the 
general policy guidelines to suit the changing 
conditions. 

The new Constitution also shows concern 
for the need for collective leadership and the 
avoidance of personal rule. This relationship 
of leader to the Party has been a continual 
problem. The problem reached its height during 
the heyday of the Cultural Revolution when, 
for many, the authority of the Party was 
replaced by the authority of the individual. 
The present leadership have tried through a 
series of measures to bring to bear formal 
and informal controls over the top political 
leaders. 

The ‘Guiding Principles for Inner-Political 
Life’ adopted in 1980 criticized the ‘unprinci- 
pled glorification of leaders’. The ‘Principles’ 
stated that publicity for leading members 
should be factual and while no museums are 
to be built for the living ‘not too many’ are to 
be built for the dead.” The move against the 
glorification of the leader was set in motion 
by the now deposed Chairman, Hua Guofeng, 
in December 1978. Hua, at a Central Work 
Conference, stated ‘*. . . when the local authori- 
ties and various units send reports to the 
Central Committee for its views, then reports 
should not be addressed to Chairman Hua and 
the Central Committee ... Do not call me the 
wise leader, just call me comrade’.** Such 
modesty and recognition of his past faults was 
not enough, however, to save him his job. 

In September 1980, Li Honglin wrote a 
more systematic condemnation of the ‘incorrect’ 
relationship between the leader and the led. 
Li criticized the personality cult of the Cultural 
Revolution, which he said was only necessary 
in a feudal society. In a sideswipe at Hua 
Guofeng, Li suggested that the cult had con- 
tinued for a while even after 1976. For Li the 
consequence of the cult was that the leader 
could not be criticized, a tendency which he 
traced from the treatment of Peng Dehuai in 
1959.% While not all the leadership would 
necessarily support the severity of Li’s judge- 
ments they do seem to accept the need to play 
down the role of the individual and to institu- 
tionalize collective leadership. Measures have 
been introduced to reduce the adulation of 
national leaders®’ and also to prevent individuals 
from holding too many posts concurrently.*® 
The Resolution on Establishing the Secretariat 
of the Central Committee explicitly stated 
that the Secretariat would apply the ‘system of 
collective leadership and division of work with 
individual responsibility’. 
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When listing the principles of democratic 
centralism the system of collective leadership 
with individual responsibility was reaffirmed 
and ‘all forms of personality cult’ were expressly 
forbidden.” The abolition of the post of 
‘Chairperson is seen as a further check on the 
abuse of the system by individuals. Hu Qiaomu, 
who presided over the drafting of the new 
Constitution, when commenting on the change 
outlined the difference between a General 
Secretary and a Chairperson: 


He (the General Secretary) is responsible for con- 
vening the meetings of the Political Bureau and its 
Standing Committee and presides over the work of 
the Secretariat. Obviously, convening and presiding 
are different roles.*! Such an organisational system 
will help prevent the recurrence of over-concentra- 
tion of personal power and arbitrariness of a single 
person. Experiences of our ownand other countries’ 
organisations show that when a Party has both a 
Chairman and a General Secretary, often one 
position is merely nominal. Therefore, it is un- 
necessary to have these two positions simultane- 
ously. Moreover, there is no reason for the posts of 
the Chairman and the General Secretary to be held 
by one person.*? 


Hu may well be right but the ‘foreign experi- 
ence’ of the Soviet Union under Stalin shows 
that the existence of the post of General 
Secretary is quite compatible with ‘overconcen- 
tration of personal power’ and arbitrary rule. 

The restrictions on individuals acting beyond 
the scope of Party policy are dealt with in 
Article 16 of the Constitution. The views must 
be on behalf of the Party organization and the 
contents must have been referred to that 
organization first or have been referred to the 
next higher Party organization for instructions. 
Party members, no matter what their position, 
cannot make decisions on major issues by 
themselves and cannot place themselves above 
the Party organization.’ 

However, for the system to work effectively 
responsibility rests on a well-trained and 
responsive cadre force. Not surprisingly measures 
have been introduced to remedy the problems 
with cadres and their work. However, Deng 
Xiaoping’s and his supporters’ attempts to 
reform the cadre system and improve their 
quality has met with stiff opposition. Following 
a speech of Deng’s in January 1980, the press 
has stressed the importance of training cadres 
and has reiterated Mao’s statement that ‘after 
the political line has been fixed cadres become 
the decisive factor’. 

Cadres are not only to undergo the education 
programme for all Party members but have 
their own specific materials to study and con- 
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template. The Central Commission for Inspect- 
ing Discipline drew up a fifteen-point code of 
behaviour instructing cadres that they should 
not act like high officials and overbearing 
bureaucrats, seek personal gain, become idealis- 
tic, act arbitrarily or abuse their power. The 
new Party Constitution set a number of require- 
ments above those expected of ordinary mem- 
bers. In addition to covering the kind of abuses 
mentioned above the requirements call on 
cadres to correctly implement the Party’s line, 
principles and policies; fight resolutely against 
hostile forces and combat all erroneous ten- 
dencies inside and outside the Party. 

The new Party Constitution also calls for 
‘genuine efforts to make the ranks of the 
cadres more revolutionary, younger in average 
age, better educated and more professionally 
competent’.*> The attempts to replace the 
older cadres with little formal training by 
younger, better qualified cadres has met stiff 
opposition and it was not until late 1981—early 
1982 that the policy was pursued in earnest. 
However, as early as April 1980 Red Flag 
pointed out the poor quality of cadres. The 
article pointed out that few cadres were really 
proficient in professional work, that many 
were laypeople and that some of these people 
were in leading positions at the provincial 
level making final decisions.*” Later in the year 
the People’s Daily pointed out the ‘evils’ which 
stem from the life-long tenure of cadres: 


Personnel in leading posts tend to be senile . . . it 
is difficult for talented and erudite people to be 
recruited to leading bodies and get experience... 
the system does not encourage people to work 
hard but muddle along . . . nepotism replaces 
appointment on merit .. . power tends to become 
highly concentrated until ultimately all powers 
of the Party and state are wielded by one person 
alone.*® 


In particular there was resentment that 
‘excessive stress’ was placed on formal educa- 
tional training which would, of course, dis- 
criminate against many of the incumbent 
cadres. The reaction caused Deng to moderate 
his policy and by the end of 1980 and early 
1981 a more flexible application of age and 
educational requirements was promised and 
incumbent cadres were promised retraining 
opportunities and the possibility of training their 
successors. 

Clearly regulations were needed to persuade 
cadres to retire voluntarily. Given the power 
and privileged access to scarce goods that 
leading Party positions provide this is hardly 
surprising. In March 1982, the People’s Daily 
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informed veteran cadres that their ‘glorious and 
sacred duty’ was to retire! This, it was stated, 
was the greatest contribution that one could 
make in one’s old age.>° Recognizing that 
such an appeal might not be enough by itself 
it was also made clear that financial incentives 
were available for those who did retire.*! 
It is hoped that ending the life-long tenure of 
cadres, in both Party and state, will make 
cadres more accountable. This, in turn, should 
make cadres more responsive to both Party and 
the masses and more liable to dismissal should 
they be found guilty of corruption or incom- 
petence. 

The new Party Constitution tackles this 
problem but not as thoroughly as was orginally 
intended. It contains stipulations that cadres, 
whether elected or appointed, are not entitled 
to lifelong tenure, and that they can be trans- 
ferred from or relieved of their posts.** How- 
ever, the Constitution contains no stipulations 
strictly limiting the terms of office. An earlier 
draft which was circulated contained greater 
details concerning both the period of tenure 
and the average age limit of cadres.°°? Hu 
Qiaomu stated that ‘after repeated discussions’ 
strict limits on the term of office would not be 
set. The reason he gives is for the need to retain 
some veteran cadres with experience and high 
prestige to ensure ‘stability and maturity’ 
of leadership.*4 In practice, it seems to be a 
concession to the large number of cadres who 
feared their imminent removal from office. 

To help with the problem of relieving cadres 
of their posts while still making use of their 
expertise, advisory commissions are to be set 
up at and above the provincial level.°> It is 
intended that the members of these com- 
missions will act as political assistants and 
consultants. Whether this becomes a genuine 
reform or whether it is a short-term measure to 
open up avenues for promotion only time will 
tell. It is difficult to see what the real change 
would be, apart from the name, if all the oldest 
Party members simply became advisers. The 
immediate effect of creating these advisory 
commissions has been to increase the number 
of people attending plenary sessions of the 
Central Committee. The 7th Plenum of the 11th 
Central Committee (August 1982) was attended 
by a total of 318 people (297 Committee 
members and alternates and 21 observers), 
while the Ist Plenum of the 12th Central 
Committee was attended by 631 people (347 
Committee members and alternates and 284 
observers). This 100% increase does not bode’ 
well for a régime committed to reducing 
bureaucracy. Also, this can only give more 
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ammunition to those who believe that the 
Central Committee is not an important decision- 
making body in the Party. 

However, the creation of the Central Advisory 
Commission has provided some places for new 
members on the Central Committee. Of the 172 
Central Advisory Commission members 49 were 
on the 11th Central Committee (Deng Xiaoping 
is still on the 12th) and 14 were alternates. This 
provided some of the places for the 211 newly 
elected committee members and alternates. 
However, the vast majority of new places was 
provided by the purge of members and alter- 
nates from the 11th Central Committee. Of 
the new members 140 are said to be less than 
60 with a youngest age of 38. The new Com- 
mittee and its alternate members also reflects 
the drive to recruit more specialized personnel 
to leadership positions. Specialized personnel 
is said to have increased from 2.7% at the 11th 
to 17% at the 12th Central Committee.*° 

In company with this ‘righting of wrongs’ 
and, to a large extent, preceding it, a number of 
pre-Cultural Revolution institutions have been 
revived. As we mentioned, the Secretariat has 
been revived as a collective leadership body to 
handle the day-to-day work of the Party. This 
is seen by the Chinese to be a function of the 
shift of focus of the work to modernization. 
Concentration on this objective is said to have 
produced a greater complexity of work.°” 
In theory the Politburo and its Standing Com- 
mittee are freed to concentrate on taking impor- 
tant decisions on national and international 
issues with the Secretariat becoming the Party’s 
administrative heart. In practice, the Secretariat 
is placed in an extremely powerful position as 
its supervises the regional Party organs and the 
functional departments of the Party, depart- 
ments which, in theory, should be responsible 
directly to the Central Committee and the 
Politburo. 

To overcome the impediments of bureau- 
cratism and faulty workstyle a system of 
internal Party control has been resurrected, 
the lynchpin of which is the Commissions for 
Inspecting Discipline. This reflects a more 
institutionalized method for dealing with disci- 
pline, replacing the more arbitrary methods 
which operated during the Cultural Revolution. 
The Central Commission for Inspecting Disci- 
pline was set up by the 3rd Plenum and has 
been charged with the resurrection of rules and 
regulations which the Party feels have been 
flouted since the late 1950s. Among its most 
important activities in this respect have been 
the publication of the aforementioned ‘Guiding 
Principles’ and the draft of the educational 


materials for Party cadres, providing the findings 
for the posthumous rehabilitation of Liu 
Shaoqi, and the recreation of a discipline and 
control system throughout the Party. 

Also, Party Schools have been revived to 
provide Party members with a proper education 
in the way that they should behave and the way 
in which the Party should be run.°® The influx 
of new Party members during the years 1966— 
1976 is said to be a major cause of the faulty 
workstyle of the Party.® Red Flag claims that 
the Party ranks expanded by 100% during the 
Cultural Revolution decade.” Because this was 
a time of ‘abnormality’ in Party life, many of 
these new members are said to be unfamiliar 
with traditional Party procedures and hence 
unqualified to be Party members. Consequently, 
a programme of education has been launched to 
instil in members the ‘basis knowledge of the 
Party, its ules, discipline, fine traditions and 
style of work’. 1 In fact, similar criticisms are 
made of the basic political knowledge of cadres. 
According to an article in the mid-June 1982 
issue of Red Flag, statistics from some provinces 
showed that 80% of cadres had no systematic 
and basic knowledge of Marxism. The article 
called for those between the ages of 30 and 50 
to receive special attention in the training 
programmes given in the Party and Cadre 
Schools.” 

Presumably, those who do not come up to 
the required standards will be expelled from the 
Party. In fact, in August 1982 the People’s 
Daily called for ‘degenerate elements’ to be 
expelled. Also, Hu Yaobang, in his report 
to the 12th Party Congress, when talking of 
the three-year Party rectification to begin in 
the second half of 1983 mentioned that all 
Party members would be required to re-register 
at the end of this period. He explicitly stated 
that ‘those who still fail to meet the require- 
ments for membership after education shall 
be expelled from the Party or asked to with- 
draw from it’. Chen Yun, among others, 
indicated that three categories of people would 
not be welcome in the future: first, people who 
rose to prominence in the Cultural Revolution 
by following the ‘Gang of Four’ in rebellion; 
second, people who are seriously factionalist 
in their ideas; and third, people who indulged 
in beating, smashing and looting. 

Finally, the rehabilitation of Liu Shaogi 
by the 5th Plenum (February 1980) was a 
significant event in terms of the restoration of 
the norms which had governed Party life in the 
mid-1950s. His rehabilitation has facilitated the 
republication and discussion of his major works 
and theories concerning Party organization and 
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how to conduct Party life. It is expected that 
a reading of works such as ‘How to be a Good 
Communist’ (1939) and ‘On _ Inner-Party 
Struggle’ (1941) will give Party members a 
clearer understanding of their rights and duties 
and how debate within the Party should be 
conducted. The most notable feature of these 
writings is the preoccupation with organi- 
zation. Such an emphasis obviously finds more 
sympathy with a leadership committed to the 
present approach to development. It helps the 
attempts to build a more professionalized, 
traditionally Leninist-style Party aiding the 
transformation of the Party into an instrument 
to achieve the four modernizations. The present 
leadership clearly have a preference for a 
leadership style associated with Liu than with 
Mao. As Dittmer has shown, while Liu’s style 
was formal and routinized, Mao’s was episodic 
and provocative; while Liu called meetings, 
drew up agendas etc., Mao would short-circuit 
the system, often presenting the leadership with 
a fait accompli; and while Liu’s institutional 
strategy of policy formulation resulted in 
extremely detailed directives, Mao’s directives 
by contrast were schematic to avoid inflexi- 
bility. Now, spontaneous action by the 
masses, albeit often loosely orchestrated, has 
been replaced by tight organization and central 
leadership and a reliance on the ingenuity of 
the masses is replaced by a reliance on the 
professional skills of the technical and mana- 
gerial elite. 


5. PARTY—STATE RELATIONS 


Like other Communist Party-states, China 
can be studied in terms of the classic duality 
of the Party and the state and their inter- 
relationship. In theory, the Party devises policy 
and provides political leadership while the state 
implements and administers the policy. In this 
section two aspects of recent policy in this 
area will be considered: first, the attempts to 
make a clear distinction between Party and 
state; and second, the consequences of the 
current resolution of the debate on the decen- 
tralization of economic decision-making. 

In all Communist Party-states the distinc- 
tion between Party and state is blurred and 
in China this distinction has been the least 
clear. In China there has existed confusion 
about the division of responsibility between 
policy formulation and implementation. On 
occasions, this overlap of Party and state has 
led to the Party actually implementing policy. 
Normally, this is condemned but during the 
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Cultural Revolution it appeared to be positively 
encouraged. For example, at the beginning of 
the Cultural Revolution the organs of Party 
and state, at the non-central levels, were iden- 
tical. Following the attacks on the old Party 
and state organs in 1966 they were replaced 
by the revolutionary committee which, for 
a while at least, combined Party and state 
functions in one body. The rebuilding of 
the Party from 1969 following the total 
collapse of the distinction between Party 
and state caused a persistent confusion over 
the division of responsibilities between Party 
committees and revolutionary committees. 
Throughout the early 1970s the press stressed 
the need for the Party committees to strengthen 
their leadership over the revolutionary com- 
mittees, emphasizing that the Party should 
make the major decisions and that the revolu- 
tionary committee must ‘consciously accept 
the Party committee’s leadership in exercising 
power and carrying out its work’. 7 This 
problem was not helped by the fact that 
the leadership personnel of the two commit- 
tees were often identical and Party committees 
in some factories were criticized for handling 
such trivial matters as family disputes and 
water temperatures in bath-houses. The con- 
current holding of posts was even more notice- 
able at the centre of the system. For example, 
until mid-1980 all the Vice-Premiers of the 
State Council were high-ranking members of 
the Central Committee and Politburo. 

This penetration of Party into the state 
and its control of the state sector are reflected 
in both the ‘more radical’ Constitution of 
1975 and the ‘less radical’ one of 1978. 
While Article 3 of the two Constitutions 
states that ‘all power in the People’s Republic 
of China belongs to the people’, Article 2 
indicates that the real power lies with the 
Party. In both Constitutions the Article states 
that the Party is ‘the core of leadership of 
the whole Chinese people’ and that the working- 
class exercises leadership over the state through 
the Party — its vanguard.® 

The post-Mao leadership has attempted to 
recreate the distinction between Party and 
state which is supposed to exist under ‘social- 
ism’. This attempt has gone beyond paying 
mere lip-service to the distinction as appeared 
to be the case in the immediate post-Mao years 
to actually trying to give the theoretical distinc- 
tion some substance in practice. Direct admini- 
stration by the Party has been criticized and it 
has been pointed out that the Party’s responsi-° 
bility for leadership should never have meant 
direct control.°” Apart from the theoretical 
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reasons for maintaining Party and state as 
separate organs there are also practical ones. 
As Schurmann pointed out, the more an 
organization becomes a ‘command-issuing body’ 
the more it must ‘grapple with the concrete 
technicalities of command’. This would lead 
to increasing bureaucratism and inflexibility 
thus thwarting the Party’s ability to innovate 
and adjust to changing circumstances.’ Also, 
the new development strategy relies heavily on 
the experts to implement it and this necessitates 
a weakening of the Party’s grip over both state 
and society and, especially in the economic 
sphere, the relaxation of state over society. 
Finally, by distancing itself from the day-to-day 
tunning of the system, the Party can seek to 
avoid the blame for economic failings. These 
can more readily be blamed on faulty imple- 
mentation etc. Particularly at the level of the 
enterprise this can be important. Management 
can be held responsible for failings and thus 
be dismissed if necessary while, in theory, the 
Party could remain intact. 

The dangers in such a course are evident. 
A corporatist structure could begin to emerge 
with other powerful groups in state and society 
challenging Party dominance. The reliance on 
groups such as the economic planners must 
afford them increased power. The solution for 
the Party in this situation, as much of Eastern 
European experience has shown, is to recruit 
these groups into the Party to maintain control 
over the state. However, as White points out, 
this imports their ‘autonomous power and 
distinct interests’ thus, in turn, exerting pressure 
on the direction of public policy. 

The first problem the post-Mao leadership 
tackled was to try to resolve the continuing 
confusion between the revolutionary committee 
and the Party committee. The State constitution 
presented in 1978 stressed the purely admini- 
strative function of the revolutionary com- 
mittee, referring to it as the executive rather 
than the permanent organ of the people’s 
congress at the corresponding level and as the 
local people’s government at the various levels. 
The committee’s ubiquity was curtailed by 
restricting it only to levels of government. 
The second session of the Sth National People’s 
Congress went even further than this and 
abolished them altogether. Peng Zhen in 
making the, by then, largely symbolic announce- 
ment stated that the posts of governors, mayors 
etc. would be restored. 

The next problem tackled was that of 
cadres holding both top Party and state posts 
which blurred the distinction between Party 
and state work. At the 3rd session of the Sth 


National People’s Congress (August—September 
1980) Hua Guofeng announced that the com- 
mon practice of the same person holding the 
leading Party and state posts at provincial level 
was to come to an end. According to Hua, 
the objective of this was to prevent the ‘over- 
concentration of power and the holding of too 
many posts concurrently by one person’. Its 
aim was to ‘effectively and clearly separate 
Party work from government work’. Earlier, 
in July that year, it was annouriced that the 
highest posts in the Party and state would 
again be held by different people — as had been 
the case up until Mao’s death. Hua Guofeng, 
while remaining Chairman of the Party, ‘handed 
over’ the post of Premier to Zhao Ziyang.”“ 

This freeing of the state from the grip of 
the Party is also reflected in the new Draft 
Constitution for the state. This draft reverts 
back to the similar one of 1954 when the 
power of the Party was hidden in the Consti- 
tution. The Article of the 1975 and 1978 
Constitutions which referred to the Party as 
the ‘core of leadership’ has been dropped as 
has the claim that it is the citizens’ duty to 
support the Party (Article 26, 1975; Article 
56, 1978). Now citizens are said to have the 
duty to ‘abide by the Constitution and the 
law’. Direct Party control is further weakened 
by dropping the provision that the Party and its 
Chairperson lead and command the PLA 
(Article 15, 1975; Article 19, 1978) and also 
by renouncing the stipulation that the Premier 
be recommended by the Party’s Central Com- 
mittee (Article 17, 1975; Article 22, 1978). 
In fact the emphasis on constitutionalism 
appears to go beyond even that of 1954. Men- 
tion of Party control now only appears in the 
Preamble where its leading role is acknow- 
ledged.”° 

The period since the death of Mao has seen 
the revival of the debate over the decentrali- 
zation of economic decision-making. As 
Schurmann has shown, in the debates of the 
1950s two main options were put forward. 
Either powers could be devolved to the pro- 
vinces (Decentralization 1) or they could be 
devolved to the units of production (Decentra- 
lization 24 Both options have consequences 
for the Party’s role in economic affairs and 
both options have been experimented with 
since Mao’s death. 

Initial policy was along the lines of Schur- 
mann’s Decentralization 1. As has been noted, 
Hua Guofeng sought a ‘Great Leap’ approach 
to development with the emphasis on social 
mobilization rather than on material incentives. 
This approach was to take place with the Party 


758 


firmly in command and asa consequence greater 
powers accrued to the provincial Party apparatus 
and the Party Committees in the unit of pro- 
duction. Provincial government and particularly 
Party Committees through their unique coordi- 
nating role dominated the process. The indivi- 
dual production units, by contrast, had very 
little autonomy. As had happened before, this 
approach was accompanied by announcements 
that economic zones should be set up for 
cooperation. Again mention was made in the 
Chinese press of establishing economic systems 
in the six big regions. An article by the State 
Planning Commission on the first anniversary of 
Mao’s death stated that these would have ‘their 
own special features, operate independently, 
cooperate with one another and ensure a fairly 
balanced growth of agriculture, light industry 
and heavy industry’.” 

More recent policy has produced an emphasis 
on greater autonomy for the units of produc- 
tion. Such an approach makes the use of 
material, rather than moral, incentives as a 
stimulus to development easier. Clearly this 
approach, too, has consequences for the Party’s 
role. Increasingly since the 3rd Plenum we have 
seen the dominance of the ideas of Chen Yun 
in the economic field. The role of the market is 
emphasized along with that of material incen- 
tives, and power in decision-making has been 
shifted from provincial Party Committees and 
Party Committees in production units to the 
ministries and enterprise managers. The Party 
is forced into a situation where production 
units, or their managers, can exert considerable 
pressure on it. The powers of the enterprise 
Party Committee will inevitably become limited. 
Similarly, in the countryside the Party’s control 
can be challenged. At present, rural policy 
favours the wealthier peasants and this should, 
in turn, increase their power to challenge the 
Party’s authority at the basic levels, a problem 
which will be returned to later. 


6. PARTY AND SOCIETY 


The renewed stress on the four moderni- 
zations has revived parallels with other periods 
when the demands of the economy have 
required the relaxation of the Party’s grip over 
society. As with its relationship with the state, 
the Party is trying to redefine its position 
vis-d-vis society. To encourage the greater 
supply of information by experts to the Party 
less interference is to be tolerated in specialized 
areas by the Party. Reference is no longer 
made to the overall leadership of the Party over 
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the seven sectors in Chinese society and the 
draft State Constitution does not refer to the 
Party as the ‘core of leadership of the whole 
people’. Yet, clearly overall leadership is to 
be maintained as is encapsulated in the emphasis 
on the adherence to the ‘Four Fundamental 
Principles’.” In an interview a ‘leading com- 
rade’ of the Central Committee’s Organization 
Department implicitly criticized past practice 
by stating that leadership must not be exercised 
by issuing orders or by using mandatory admini- 
strative means. According to the interviewee, 
the future leadership role of the Party is to be 
exercised in three ways. First, Party leading 
organs are to formulate and implement the 
correct line, principles and policies. Second, at 
the different levels the Party is to coordinate 
the relations: the different fields ensuring 
harmony in achieving the prescribed goals. 
Third, Party members themselves are to set 
shining examples for others to follow. 

Similarly, as with other periods of ‘liberali- 
zation’, differences of opinion have been 
expressed concerning just how far the Party 
can and should relax its grip. White has pointed 
out that there is a large area of contention 
between the notion that the Party cannot 
monopolize everything and the insistence 
that, as Deng Xiaoping put it, ‘without Party 
leadership . . . there would be no force able to 
lead the four modernisations’.~. The Party is 
caught in the contradiction of trying to keep 
intellectuals loyal to the basic tenets of 
Marxism—Leninism, thus requiring a fairly 
strict ideological orthodoxy while, at the same 
time, encouraging intellectuals to utilize their 
skills to promote the four modernizations, thus 
requiring a certain creativity. 

One of the major criticisms of the ‘Gang of 
Four’ has been the charge that they promoted 
the mass organizations under their control as 
a direct challenge to Communist Party rule. 
As we have seen, it was not their, or Mao’s, 
intention to replace the Party by other organi- 
zations but they did have a suspicion of the 
Party which opened the way to criticisms of 
their diluting the Party’s leading role. History 
has shown that the Party does not tolerate 
the emergence of other bodies to challenge its 
rule. The present leadership has tried to restore 
the effective leadership of the Party while at 
the same time not negating the contributions 
that the masses can make to the moderni- 
zation programme. This desire is reflected in 
the current view of the mass line. As Young 
points out, the current stress on the strength- 
ening of Party leadership is seen to be entirely 
consistent with the mass line concept as the 
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direction in which the masses are heading can 
only be the correct one if the Party is pointing 
the way.*? The mass line becomes, in fact, 
another cog in the wheel for reaching the four 
modernizations, by helping to solve problems 
encountered on the road. This approach is 
reflected in the revival of organizations for the 
masses such as the Trade Unions, the Youth 
League and the Women’s Federation which 
fell into disfavour during the Cultural Revolu- 
tion. These organizations are now expected to 
provide the link between society and the Party. 

The policy of relaxation, and its fluctuations, 
are seen most clearly with respect to policies 
concerning intellectuals. To provide their 
‘expert’ advice this sector of society must be 
given certain freedoms and sureties to ensure 
their support. Despite recent retrenchments, 
intellectuals in many fields have enjoyed a 
freedom unparalleled since 1949. A number of 
‘forbidden zones’ have been entered and it 
has been stated that ‘without democracy, there 
can be no Science’ and that ‘science and culture 
cannot develop without free discussion’.®? 
Intellectual work and achievements are no 
longer downgraded and the vital role which 
intellectuals play in the modernization process 
has been stressed. Of the 340 model workers at 
the December 1979 National Model Workers’ 
Conference, 160 were intellectuals. Their 
status has been improved by the restoration 
of academic titles®* and all intellectuals are to 
have their work and living conditions improved. 
Most importantly, intellectuals are now defined 
as a part of the working class — a long way 
from the ‘stinking ninth category’ as they 
were designated during the Cultural Revolu- 
tion.’ This means that in future when re- 
education for an intellectual is considered 
necessary, it will be dealt with in the same 
manner as other contradictions among the 
people. When Bai Hua was being criticized for 
his script ‘Bitter Love’, Chinese leaders were 
at pains to point out that the Cultural Revolu- 
tion methods of criticism would not be used. In 
fact, at the same time as he was being criticized 
for ‘Bitter Love’, he received an award for 
another of his works. 

As has been noted, differences exist within 
the Party concerning the degree of freedom 
permissible. Leaders such as Deng Xiaoping 
and Hu Yaobang, while stressing the need for 
Party supremacy, seem to have supported 
greater freedom for intellectuals. Others in the 
Party have clearly sought to reassert tighter 
Party control. They, as in other periods, have 
been able to use the anti-Party sentiments and 
criticisms voiced in both the official and un- 
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official media to push through a crackdown on 
the extremes of freedom tolerated. During the 
period of greater freedom, views were expressed 
which desired greater freedom, and, in some 
cases, total freedom from Party control. Liu 


‘Binyan put forward a writer’s defence of 


the right to criticize the Party when he wrote 
that ‘when literature mirrors what is undesirable 
in life, the mirror itself is not to blame; instead, 
disagreeable things in real life should be spotted 
and wiped out. An ugly person cannot be 
turned into a beauty simply by smashing the 
mirror,’°8 Clearly, there are still those who 
would prefer to smash the mirror. 

The changes in development strategy have 
also had a significant impact on the kind of 
person whom the Party wants to recruit from 
society. Although the Chinese Communist Party 
is one of the most exclusive Communist Parties 
in the world, recruitment of Party members has 
always been flexible. Since the fall of the ‘Gang 
of Four’ and more particularly since the 3rd 
Plenum, the emphasis of recruitment policy has 
been on cadres, intellectuals and those who 
possess technical skills. This has brought into 
the Party those with the high-level of technical 
skills to help with the programme of economic 
modernization. These groups of people are 
over-represented in recent recruitment when 
taken as a percentage of society as a whole. In 
1979, Guizhou Province recruited 1916 intel- 
lectuals to be Party members.” Similarly, in 
other provinces emphasis has been on the 
recruitment of intellectuals and professionals. 
For example, in Shaanxi in 1981, 36.3% of 
new Party members were intellectuals and 
professionals while in the same time Henan 
recruited 4366 intellectuals. From Beijing 
there is evidence to suggest that recruitment 
of intellectuals is increasing. In 1979, it was 
stated that 15% (2600) of the new recruits 
that year were intellectuals.?! In 1982, it was 
stated that from 1979 to 1982, 20% of the 
new recruits were intellectuals. This same 
report mentions that most of the new recruits 
were outstanding factory, scientific, research 
and teaching workers or labour heroes. 2 The 
stress on recruiting professionals and _ tech- 
nicians is reinforced by statistics from Shandong 
Province which show that of recent Party 
recruits, 20.9% were specialists and technicians. 

However, problems have been encountered 
in recruitment. The relaxation of the Party’s 
grip over the basic economic units could produce 
a reluctance of the part of the masses to join 
the Party. For example, in the countryside, 
if the privileged access to goods etc. that Party 
membership gives is undermined and rivalled 
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by other avenues for accumulating wealth, 
people may decide the gains of Party member- 
ship do not outweigh those that can be found 
elsewhere. Also, peasants and workers may 
feel that the stress on the model behaviour of 
Party members may prevent them from benefit- 
ing fully from current policies. Hu Yaobang in 
his report to the 12th Party Congress pointed 
out the ‘grave situation’ of the fewer Party 
members on the ‘production front’ and how 
this had ‘weakened the direct link between the 
Party and the industrial workers’. When referring 
to the situation in the countryside Hu stated: 


in a number of rural areas . . . some Party members 
are interested only in their own productive activities 
and neglect the interests of the Party and the masses, 
and some Party branches have relinquished leader- 
ship among the masses.™* 


It seems probable that the stress from mid- 
1982 on the need to ‘consolidate primary 
Party organizations’ was inspired not only 
because of the problem of the ‘poor quality’ 
of Cultural Revolution recruits but also because 
of the weakening of the Party’s grip over the 
economic sector.”> Unless a satisfactory modus 
vivendi is found the Party could find itself, 
increasingly ‘squeezed out’ at the basic level by 
rival powerful groups. 


7. CONCLUDING REMARKS 


In this final section it is the intention to 
outline the differing views which exist con- 
cerning the Party in the Chinese political 
system.” I do not intend to look at views 
expressed by those writers in the Democracy 
Movement who proposed a multi-Party system 
primarily because there is no chance of such a 
view being realized in the foreseeable future. 

Four main views can be discerned but they 
are not entirely distinct and it would perhaps 
be better to think of them as points along a 
continuum. Indeed, Deng Xiaoping appears to 
have given support to proponents of more 
than one view since his return, in the same way 
as the oscillating Mao did during the early 
years of the Cultural Revolution. The two 
ends of the continuum are dealt with first and 
then the two views which appear to occupy the 
centre and around which future policies will 
probably revolve. 

First, there is the view of the Party which 
was dominant in the immediate post-Mao years. 
This view retains certain features from the 
Cultural Revolution years along with the 
ambiguities and was designed to complement 


WORLD DEVELOPMENT 


the optimistic proposals of the new ‘Great 
Leap’ strategy for economic development. Most 
of those associated with this type of view have 
been removed from power during the campaign 
against the ‘Whateverists’ and the campaign 
to eliminate ‘Leftism’. Those who share these 
views and who have not been removed from 
power have had their power eclipsed. Essentially, 
this view proposed the continuance of the Party 
as a vehicle of mobilization to conduct mass 
campaigns, both economic and political, to 
achieve the ambitious targets set. While the 
Party was to be firmly in command, the masses 
were to exercise a monitoring function over 
abuses by Party members. Such a view was 
liable to allow suspicion of the Party to remain 
while failing to create organizations with 
legitimacy. It was too dependent on the more 
‘radical’ aspects of Mao’s legacy and the creation 
of a new personality cult around Hua to resist 
the policy shifts to the new economic pro- 
gramme. Defence of Mao’s legacy and opposition 
to the current economic strategy and the 
‘open-door’ policy has found powerful support 
in the army. Just before the 12th Party Congress 
convened, the Liberation Army Daily published 
an article which was critical of the current 
‘relaxation’ in the ideological sphere and 
argued for the use of class viewpoint to explain 
things happening in social, material and spiritual 
life. The article accused ‘certain leaders in 
China’s theoretical, art and literary and press 
circles of taking the lead in supporting and 
propagating the erroneous viewpoints of 
bourgeois liberalizations’.2” Following the 
Congress, an editorial was published in the 
Liberation Army Daily retracting the article 
claiming that it ran counter to the principles 
of the 12th Party Congress and propagated a 
‘Leftist’ viewpoint while opposing ‘bourgeois 
liberalization’.”> It was also announced that the 
PLA’s Political Commissar, Wei Guoging, had 
been replaced by Yu Qiuli.” 

The second view is that which has been 
denounced as reflecting ‘bourgeois indivi- 
dualism’. In this speech to members of the 
Central Propaganda Department, in July 1981, 
Deng announced that liberalism as well as 
‘leftist’ tendencies should be opposed. Deng 
said that the core of this view was the rejection 
of the Party’s leadership, a theme which was 
picked up by the People’s Daily which described 
the trend as a ‘wrong and dangerous tendency’. 08 
The Guangming Daily stressed the importance 
of, and need to study, Mao’s article ‘Combat k 
Liberalism’ and reiterated that there should 
be no ‘unprincipled peace’ between proletarian 
and non-proletarian ideology.1? This criticism 
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has been most noticeable in the field of art 
and literature where the Party has sought to 
reassert stronger control. People such as Bai 
Hua and Ye Wenfu have been criticized and Hu 
Yaobang has called on Zhou Yang to compile a 
book dealing with the basic Marxist theories 
on art and literature for students and amateur 
writers. 

While it would be wrong to think that most 
of the people who have been criticized under 
the umbrella of ‘bourgeois liberalism’ reject 
the dominant position of the Party it is true 
that they seek a relationship with society dif- 
ferent from that which the top Party leadership 
are willing to accept. They want to see a greater 
weakening of control by the Party over society, 
the opening up of other channels of communi- 
cation for the masses and a system of super- 
vision and defence of citizens’ rights centred on 
a viable legal system. Thus, the resurrection of 
the legal system and a greater emphasis on 
constitutionalism are fundamental to this 
approach. The law is vital to protect the rights 
of citizens and to prevent arbitrary suppression 
should ‘another “Gang of Four’’’ gain Party 
power. It is felt that if the Constitution had 
been properly upheld then the ‘Gang of Four’ 
would not have been able to proceed as they 
did. Also important to this view is the role of 
elections not just to prevent people such as 
the ‘Gang of Four’ coming to power but also 
to give citizens greater control over both Party 
and state machinery. Proponents of this view 
are suspicious of the Party’s capability to act 
as society’s control over the state and its 
coercive apparatus without greater supervision. 
The political participation of the masses is not 
to be restricted simply to channelling useful 
views into the Party but should help control 
access to positions of power. To this extent 
it does challenge the view that the Party has an 


exclusive claim to leadership over the masses. 


People’s rights and interests, it is said, should 
also be protected by the Constitution supported 
by the legal system and not just by the Party.’ 
The two views which appear dominant at 
the moment could be termed the traditional 
and the pragmatic. The traditional view is that 
which seeks to operate the Party and its relation- 
ship to society predicated on orthodox Leninist 
lines. There can be no suggestion of a relaxation 
of Party control and supporters seek continually 
to institutionalize Party dominance. Such a 
view provides stability and assurances as well as 
status for Party cadres and ordinary members. 
However, at the same time, the view provides 
the institutional basis for the corruption and 
stifling of initiative which has been so heavily 


criticized in recent years. The reasons for 
this are the hierarchical structure of power and 
the lack of a genuine system of accountability. 
Measures adopted to cure problems within the 
Party are designed in such a way as to make 


‘sure that the Party’s dominant position is in 


no way challenged. As a consequence, the pro- 
ponents of this view focus criticism on the way 
in which cadres behave. The cure will come 
about by making cadres think correctly rather 
than by making the necessary structural changes 
which could help cure the problem at the 
source. Such an approach is, as Schram has 
referred to it, a ‘dead end’.! 

The term ‘pragmatic’ is used for the fourth 
view because those who take this approach are 
willing to introduce reforms which, while not 
in any way challenging Party supremacy, help 
meet the objective of the four modernizations. 
Proponents seek to introduce a flexibility into 
the Party which will prevent apathy and the 
stifling of innovation from ruining the moderni- 
zation programme. The necessity for experts 
and intellectuals is fully recognized as is the 
need to give these people a greater degree of 
freedom as a prerequisite for their contribution 
to the new policies. These people must be given 
greater guarantees that they will not be punished 
tomorrow for what they say today. This 
leads not only to a greater tolerance of ‘dissent’ 
but also to a support for the protection of 
people’s rights by the legal system upholding 
the Constitution. Genuine elections are seen 
as important not just for allowing mass parti- 
cipation in the decision-making process but 
also to ensure that those in leadership positions 
have the support of their constituencies. Finally, 
some structural reforms are supported to do 
away with corruption and inefficiency. 

As recent history and the past history of the 
mid-1950s and early 1960s, has shown, this is 
a difficult position to maintain. Essentially, 
the view confronts the class dilemma of demo- 
cratic centralism — how much democracy and 
how much centralism? This position comes 
under pressure from both sides. Some people 
push for greater democracy, while others use 
the ‘excessive’ criticisms put forward to demand 
a return to tighter Party control. It seems that 
some Party leaders were able to use the criti- 
cisms made by both official and unofficial 
media writers to force Deng to accept a tighter 
Party control over society. For the foreseeable 
future, the role of the Party will oscillate 
between these latter two views. 

Finally, the question in the title must be 
addressed. It is hoped that this article has 
shown that although in part the changes in the 
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Party since the death of Mao have related to a 
change of workstyle, considerably more than 
this has taken place. The institutions now in 
operation and the views on the role of the Party 
represent a dramatic shift away from those 
of the early and mid-1970s. In major part these 
changes can only be understood in relation to 
the change in political direction and economic 
policy pursued in earnest since the 3rd Plenum. 
Whether the present institutions and codes of 
conduct can provide the necessary flexibility 
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to promote the new development strategy and 
to contain arguments about future directions 
or whether they will disintegrate once major 
differences of opinion surface remains to be 
seen. Perhaps in this respect it is apt to quote 
from one of the present leadership’s gurus: 


Ideological correctness must 
ultimately take precedence 
over any notions of 


organizational discipline.°* 
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‘The New Course in China’: Summing-up 
Speeches at Oxford Conference, Contemporary 
China Centre, September 1982 


The final discussions at this conference were 
‘led’ by these short concluding speeches which 
summed up conference discussions and are 
reproduced below. They aimed to cover each 
of the three major issues underlined by Neville 
Maxwell in his opening address to the confer- 
ence: 

(1) What were the main causes of the new 

policies introduced since 1978 and the 

abandonment of Maoism? 

(2) What are the implications for socialism 

in China of the shift of course from Maoism 

to alternative strategies for development? 

(3) What is the potential of the new model 

being fashioned in China? Are there viable 

Left alternatives? 


Bruce McFarlane (University of Adelaide, 


Australia): 


One of the most momentous events in the 
history of world socialism, ranking with the 
Chinese, Soviet and Yugoslav revolutions from 
below, was Stalin’s economic revolution from 
above. His collectivization and industrialization 
drives which were to transform Soviet society 
followed major debates in 1924-1928 con- 
cerning strategies of economic growth and their 
political implications (‘socialism in one country’ 
or foreign technology imports, a ‘soft’ or ‘hard’ 
policy towards peasants etc.). In that debate, 
Bukharin put views similar to those later 
developed by Mao,and insisted on a sympathetic 
attitude to small peasant proprietorship. The 
Left favoured ambitious plans, rapid industriali- 
zation and large-scale agriculture. This they got, 
pace Stalin, by methods that they themselves 
would have eschewed. 

At the end of the 1920s there were serious 
bottlenecks in the USSR economy arising from 
the small net agricultural surpluses being 
generated, which Stalin ascribed to the existence 
of small farms. His collectivization drives, later 
described by the Chinese as a ‘great negative 
example’, followed. 

There is agreement among scholars of widely 
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different political viewpoints (Maurice Dobb, 
Isaac Deutscher, E. H. Carr, H. Schwartz and 
L. Shapiro) that this was a massive ‘revolution 
from above’. In relation to China, it was agreed 
by most participants in the conference here that 
the post-1978 changes were momentous, but 
apart from the major exception of the spon- 
taneous return to small peasant proprietorship 
(‘responsibility system’) were also a revolution 
from above. The decisions on a new course for 
the rates and structure of national output, 
industry and capital accumulation have been 
taken after a struggle at the very apex of the 
pyramid of power. They were not the result 
of a democratic congress of workers’ delegates 
from factories and farms. 

This indicates that we need to specify what 
the broad model in China amounts to in terms 
of historical models of socialism. Certainly it 
is not the Gotha Programme model of Marx, 
for in that sectoral plans are drawn up and 
management done by groups of associated 
workers who carry on with or without the 
State. Nor does it really resemble the Yugoslav 
model in which there is workers’ self-manage- 
ment in factories (and some managerial collu- 
sion) with state planning of sectoral and national 
targets. Rather the post-1978 Chinese course 
looks like that envisaged by Sidney and Beatrice 
Webb and the 1973 British Labour Party 
Programme, and practised in Hungary over the 
last decade. Here are state-controlled central 
plans with planning agreements between the 
government and corporations, involving little 
role for groups of associated workers (beyond 
some election rights strictly within the factory 
and within rules laid down by the Party). There 
is no concept of workers’ groups and shop- 
stewards doing real planning here or in the Deng 
model. The concept is that of the Director’s 
compact with state organs. Whether the high 
rate of investment pursued in China and the 
wild fluctuations in the rate of accumulation 
could have occurred with workers’ planning is 
an interesting question. At the least, Kalecki’s 
curve illustrating the ‘government decision 
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function’ would have a different shape. (M. 
Kalecki, Theory of Growth of Socialist 
Economy, Ch. 4.) 

A view of the causes of the change of course 
held by a majority of participants of the con- 
ference seemed to be that the aim is to raise the 
technical level of economic activity across-the- 
board in contemporary China. This goal had 
been set because orthodox Party leaders realized 
that: 

(i) Gaps in the structure of industry such as 
spare parts and auxiliary industries, repair 
and maintenance meant that China was 
falling behind even South East Asia in the 
development of the forces of production. 
(ii) Poverty relief was still necessary for 
80—100 million peasants at the bottom of 
the income scale. Hence new methods to 
raise their living standard had to be tried 
out, and small peasant proprietorship had 
to be tolerated. 
(iii) Despite Mao’s professed commitment 
to ‘narrowing the three great differentials’ 
there had been little success in ironing out 
spatial and regional differences. It had been 
decided to give this up as a major objective 
and to use resources to subsidize poverty. 
(iv) The policy of priority for capital goods 
over consumer goods and for heavy industry 
over light had not really been reversed in 
practice after 1965. The result had been a 
build-up of structural imbalances in the 
economy between the wage-good sector, 
the sector making machines-to-make-con- 
sumer goods (e.g. textile looms) and the 
machine-building sector. 
(v) There had been a serious fall in the 
effectiveness of investment, reflected in 
low returns on state funds and stagnating 
real product per man hour. A major cause 
of this was long-term neglect of productive 
infrastructure (energy, roads, transport, 
ports) and a high level of non-productive 
capital construction in defence. There 
had been too much simultaneous construc- 
tion activity with many half-finished ‘shells’ 
of buildings littering the country. 

(vi) There had been wasteful and potentially 

dangerous investment cycles due to political 

Zig-zags, on top of inevitable longer-term 

technical cycles (‘Kuznets’ or ‘Lowe’ cycles, 

or building cycles). 

(vii) There was growing dissatisfaction on 

the part of provincial and central administra- 

tions with the supplies of agriculture surplus 
coming out of communes, while there had 
been a realistic assessment that attempts to 
step up the extraction of surplus under the 
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existing commune and planning arrange- 

ments would cause a political explosion. This 

explained the progressive dismantling of the 
communes and the promotion of the ‘res- 
ponsibility system’ in agriculture. 

(viii) The Party has exhibited a fear of 

dissident and Left trends and open debate. 

It seemed to have a renewed desire for 

‘order’ and to re-establish clear hierarchies of 

control with obedience to Party and state 

directives. 

In view of the above, the Party-state leader- 
ship took action to smash the Left, overthrow 
‘employment first? economic and industrial 
policies and take risks with the stock of collec- 
tively-built-up assets in agriculture. They also 
undertook a limited reintegration of China into 
the world market, while maintaining enough 
controls to ensure strict national sovereignty, 
general self-reliance and domestic privileges. 

Another different view had support at the 
conference, however, ascribing the change of 
course to a class takeover. On this interpreta- 
tion political and economic power is seen as 
having been seized by a coalition of nationalistic 
leaders (like Stalin in 1926—1930 worrying 
about encirclement, they were concerned about 
China’s world position). This group has made 
concessions (by way of privilege or rights to 
share in some decisions) to the managerial, 
academic and technocratic elite, as well as to 
some prominent entrepreneurs in both main- 
land China and in Hong Kong. (One participant 
described the ruling coalition as ‘an alliance of 
state capitalism, peasant proprietorship and a 
limited participation of Hong Kong capital’.) 

Developing this thesis, its proponents 
argued that the new power elite emerging 
after 1976 had found it vital to roll back those 
aspects of the Cultural Revolution which 
threatened their kind of ‘orderly central plan- 
ning’ and this involved not only an attack on 
Maoism and on the Left but (as T. Pairault had 
shown in his paper) even on those moving too 
enthusiastically in the direction of more scope 
for market forces. Among the targets had been 
crucial elements of a real socialist road for China 
such as democratic factory management; mass 
campaigns, including campaigns in support of 
revolutionaries abroad; more women in non- 
traditional posts in the work force; the practi- 
cally oriented education system of the Cultural 
Revolution; the continuing criticism of bureau- 
cracy from below (‘big character’ posters, 
‘democracy wall’ etc.). Also attacked was 
socialist political economy favouring full’ 
employment, and a ‘distribution first’ criterion 
in planning, rather than such indications of 
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economic success as real product per man hour 
and the rate of return on state funds. 

In deciding which of these broad diagnoses 
makes most sense of Chinese economic and 
political change since 1976, the uninformed 
observer will want to look closely at trends in 
ideology, re-writing of history and attitudes to 
historiography as well as changes in the economic 
base. Political economy will yield more answers 
than mere sinological catalogues about changes 
in the standing of individual leaders. 


Marc Blecher (Oberlin College, USA): 


In looking at the shift of the course for China 
from Mao to post-1976 ‘Dengist’ policies, it is 
necessary to pay attention to tensions in the 
chosen new course and not to wholly forget 
some of the continuities with policies of the 
‘Gang’ period. Some participants have also 
raised the question of whether we have one 
new path or ‘several paths with constraints’. 
What has been brought out is that many of 
the current policies contradict each other — 
as a set they lack coherence. 

Among the tensions of the post-1976 
development path we can list the following: 

(i) There is a desire to raise the average 
overall effectiveness with which resources 
are used in agriculture, but there is still 
uncertainty as to whether the ‘responsibility 
system’ or small-peasant proprietorship will 
in fact achieve this. 
(ii) The government seems to be moving too 
fast from growth based on more jobs and 
more labour power (combined with tech- 
nology) to one based on sharply increasing 
the degree of mechanization. Some econo- 
mists feel that the employment method had 
much to offer if persevered with for a few 
more years. However, the slow-down in 
heavy industry and non-productive construc- 
tion works should help to keep the incre- 
mental capital—output ratio lower than it 
might have become via too rapid a moderni- 
zation. 

(iii) There is persistent tension between 

political realities and the wishes or prefer- 

ences of economic planners. Planners would 
prefer ‘profit’ to reflect increased efficiency 
not blackmarket manipulation or a windfall 
market situation, but managers may achieve 

‘profit’ by non-economic methods. 

(iv) There is the continuing struggle (illus- 

trated in the fluctuating political fortunes of 

Li Xiannin and Chen Yun) between Leninist 

orthodoxy in state planning and the desire 

to develop more enterprise autonomy. 
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(v) A growing impatience among rusticated 
former students to return to cities (and others 
to migrate there) conflicts with the existence 
of serious and growing urban unemployment. 
(vi) Planners’ keenness to raise the rate of 
accumulation in agriculture may conflict 
with what the new out-of-control ‘responsi- 
bility system’ might yield in practice, given 
that collectivist assets and systems are being 
leased out. : 

(vii) The requirements of an optimal plan or 
growth path are complex and clash with any 
new dogmas about maximizing profits in all 
sectors. 

(viii) The demonstrated and agreed need to 
control the growth of total population is 
coming into collision with the desire of 
peasants to increase their family’s size so as 
to work the new lands and assets accessible 
to them. 

It is obvious that some sustained attempt to 
resolve these contradictions (or at least reduce 
their intensity) will be necessary if the new 
course is to break free from previous economic 
and political strategies. 


Peter Nolan (Cambridge University, UK): 


What is possible in a large, poor, backward 
country, in which a large population is growing 
rapidly, will not be the same as in Hungary or 
Cuba. What is possible for China is the issue: 
whether the Chinese Party-state is viable enough 
to push forward a difficult development process 
will determine whether a new ‘model’ of political 
economy can be fashioned in China. 

Two questions stand out in this regard: 

(i) what would have been necessary for the 

previous Maoist model to survive instead of 

being overthrown? 

(ii) what viable ‘left? model could still be 

workable, even if more stable and different 

to that of the Cultural Revolution in attitudes 
and policies? 

I will answer these questions by addressing 
myself to a basic issue raised in discussion: 

Can the Left regain lost ground in China and 
restore a modified Maoist model, adjusted for 
more realistic ways of handling poverty and 
setting feasible growth plans for the economy 
which do not exacerbate income distribution 
problems? The answer to this depends, as I said, 
partly on how one’s political economy frame- 
work responds to a large country with massive 
problems and a population which is growing 
rapidly. A feasible programme for a Left 
opposition which seems to emerge from points 
stressed in discussion would seem to involve: 
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(a) a lower rate of construction investment 
for a short period to permit a series of wage 
and consumption catch-ups in order to re- 
develop incentives in town and countryside 
in the hope that future increases in the 
effective use of capital might become a per- 
manent part of economic behaviour; such a 
slow-down, however, should be limited, to 
avoid any delays in vital infrastructure invest- 
ment; 

(b) surrender to the present trend to small 
peasant proprietorship, but more direct 
measures of poverty relief combined with a 
defence of collective assets built up over 
many years; 

(c) recognition that cultural controls and 
anti-intellectual campaigns built up dangerous 
resentments and are generally counter- 
productive; 

(d) dropping the rigid line against absorption 
of foreign technology — taking that which 
will ease bottlenecks and satisfy consumers 
(within limits); 

(e) subsidizing wage bills and individuals 
instead of aiming for egalitarianism via an 
ironing-out of spatial differentials or else a 
policy of dramatically narrowing urban—rural 
differentials by industrialization in particular 
backward areas; 

(f) develop transport, pipelines, energy and 
oil extraction rates so that foreign exchange 
earnings can cushion the effort needed to 
develop a wide range of new consumer goods, 
but at the same time keep the shops well 
stocked and the masses with a feeling that 
such goods are within their range; 
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(g) while maintaining a rate of accumulation 
sufficient to ensure a reasonable increase on 
national income per year (including ‘accu- 
mulation’ in the sense of construction of 
collective assets by man power organized 
collectively), alter the structure of accumu- 
lation by translating resources more quickly 

into productive assets rather than having a 

large volume of simultaneously constructed 

but unfinished works, especially those of a 

non-productive kind (like defence). 

Such a ‘neo-Maoist’ programme could still be 
implemented. It would be difficult to carry off, 
but it would produce relative stability and lay a 
better foundation for socialism than its rivals. It 
opposes rigidly stratified control but has some 
tolerance of inequalities while controlling their 
extent. 

The differences between such a Left course 
and ‘Dengism’ would be major. In particular, it 
would preserve more of the collective structure 
intact. It would allow for a more controlled 
relaxation of restrictions on labour mobility 
than the present policy which is leading to 
ugly unemployment. It would avoid also the 
situation in which Maoist policies of ‘rustifica- 
tion’ and ‘ironing out of the three differentials’ 
had produced simmering discontent. 

To succeed there would have to be another 
important element — free debate on priorities. 
With Stalinist ‘foreclosure’ on inquiry, debate 
and social science, even Mao could not have 
known what was going on in significant sectors 
of Chinese life. 
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